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FARM PRICE SUPPORTS AND PRODUCTION GOALS 


FRIDAY, FEBRUARY 29, 1952 


Unrrep STaTEes SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.C. 
The committee met, pursuant to call, at 2:15 p. m. in room 3824, 
Senate Office Building, Senator Allen J. Ellender (chairman) presid- 


ing. 

Prkeint: Senators Ellender (chairman), Young, Thye, and Mundt. 

The Cuarrman. The committee will be in order. 

Mr. Secretary, quite a few Members of Congress are alarmed at the 
present downward trend of farm prices, whereas the cost of what the 
farmer buys is either remaining stable or in some cases increasing in 
price, thereby encroaching quite a bit on his profits. 

I wonder if you could tell us the story as to what is happening and 
who is getting that difference in prices. In other words, are the con- 
sumers getting the benefit of these lower farm prices ? 

Secretary Brannan. Mr. Chairman, I think we can place some 
information of that character before the committee, and I have asked 
Mr. Wells to come with me, the Chief of the Bureau of Agricultural 
Economics. He has several charts that at the appropriate time I think 
the committee would like to see. 

I have here a prepared statement which covers a number of the 
points; and, if you would like, we could proceed to read it. I believe 
that would be the best way from your point of view. 

The CHarmman. If you desire to proceed that way, it will be per- 
fectly agreeable, 1 am sure, to the other members of the committee. 
You do not mind being interrupted as you read your statement ? 

Secretary Brannan. No; not at all, Mr. Chairman. 

The CuatrmMan. May I ask, do you cover the other proposition that 
our clerk talked to you about; that is, with respect to the prospects 
of meeting the farm production goals that you set some time ago? 

Secretary Brannan. Yes, sir. 

The Cuarrman. Does your statement cover that also? 

Secretary BRanNAN. Yes, sir. 

The CHarrman. Very well, you may then proceed as you see fit, 
and any member of the committee who desires to ask questions as you 
testify will have the privilege of doing so. 


STATEMENT OF HON. CHARLES F. BRANNAN, SECRETARY OF AGRI- 
CULTURE, ACCOMPANIED BY 0. V. WELLS, CHIEF OF THE BUREAU 
OF AGRICULTURAL ECONOMICS, DEPARTMENT OF AGRICULTURE 


Secretary Brannan. Mr. Chairman and gentlemen, I am very glad 
at this opportunity to meet with the Senate Committee on Agriculture 
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and Forestry to discuss the current agricultural situation, with special 
reference to some of the problems associated with the production goals 
program for 1952. 

Let us begin by taking a look at general trends in farm prices, in- 
comes, and cost rates. The first of these trends I should like to discuss 
is that of farm income. 

A considerable point is sometimes made of the fact that farmers’ 

ate income—that is, the value of all farm production—set a new 
igh in 1951. This is true, but it is also true that farm expenditures 
also set a new high. We have to remember that prices paid by farmers 
for goods used in farm family living showed substantial increases 
in 1951, so that the purchasing power of each dollar of net income ac- 
tually available to farmers or farm people was substantially less than 
pre-Korea. 

Summarizing very briefly, farm operators in the United States had 
a total net realized income of about $14.9 billion in 1951. This was 
$2 billion, or 17 percent, above the postwar low of 1950 but $2 billion 
less than the postwar high of 1947. Total nonfarm income, on the 
other hand, set a new record in 1951, running about 12 percent above 
1950 and 37 percent above 1947. 

Meanwhile, prices paid by farmers for commodities and services 
used in family living and maintenance averaged 9 percent higher in 
1951 than in 1950, offsetting about half of the increase in farmers’ total 
incomes. In terms of purchasing power, farmers’ realized net income 
in 1951 was 8 percent above 1950, about the same as in 1949, but 23 
percent less than in 1947 and lower than in any year from 1942 through 
1948. 

Were we asked to summarize the farm outlook for the current year 
in one sentence, it would be: Average prices received by farmers are 
not expected to differ greatly from those prevailing in 1951, while 
prices and cost rates paid by farmers are generally expected to run 
some higher. 

The Cuamman. Would you say that is true as to all commodities, 
Mr. Secretary ? 

Secretary Brannan. That is an aggregate appraisal. 

The Cuarrman. I understand, but can we be a little bit more spe- 
cific on some of our major crops? Let us take, for instance, cotton. 

As you well know, the carry-over this last year was very short. You 
are now asking for 16 million bales as a goal for this coming year 
on less land. 

What do you visualize as being the price that the farmer will re- 
ceive for that crop? 

Secretary Brannan. Mr. Chairman, you remember we are pre- 
cluded by law over in the Department of Agriculture from estimating 
cotton prices in advance or forecasting prices. 

May I put it this way? The goal of 16 million bales as is spelled 
out quite in detail in the statement here a little farther on is made up 
of what we anticipate as our potential export of somewhere in the 
neighborhood of 6 million bales of cotton. Domestic consumption is 
running somewhere near where we are now, and probably, an addition 
to our total carry-over of not more than 750,000 bales will result at 


the end of next year. 
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The Cuairman. That may be true if the goal of 16 million bales is 
reached, but you are not anticipating that it will be. Maybe the 
Lord will be good to us and make that production far in excess of the 
16 million bales. 

Secretary Brannan. Well, on that we are using an average yield 
per acre of around 280 pounds, which, I believe, is somewhere near 
the high side of the average of any recent 4- or 5-year period. 

The Cuarrman. It is the maximum. 

Mr. Wetts. It is higher than any recent 5-year average, I believe, 
by several pounds. 

The Cuamman. That is what I thought. 

Secretary BraNNAN. So, we are anticipating good weather, even 
in the acreage and total-volume figure, taking into consideration yield. 

The CuarrmMan. Then, are we to assume that it is your feeling that 
the goal will not be exceeded ? 

Secretary Brannan. Mr. Chairman, I just think that is a bit of 
clairvoyance that nobody is capable of, but we hope it would be 
achieved somewhere right on the nose. 

The CuatmMan. The thmg that bothers me—and I am sure it 
bothers a lot of producers—is this: I mentioned cotton because I am 
a little more familiar with it than with other crops. It is grown in 
my State and all of the States around me. What the farmer fears is 
not so much what the price will be, if 16 million bales are grown, but 
what will happen if more is produced and that excess dangles over 
the market. That excess may depress the market, and the cotton 
farmer is going to really lose if he should make much more than you 
anticipate. As we go along, I would like to try and develop that part 
of the program to determine whether or not something feasible could 
not be done whereby if in any event the goals that you have fixed are 
exceeded something can be done with the excess production, thereb 
stabilizing prices rather than allowing this excess amount to dangle 
over the market and depress the price. 

Secretary Brannan. We are aware, Mr. Chairman, of your very 
deep interest in that problem. Also, we understand your apprehen- 
sion that such things could happen and that they are real apprehen- 
sions, well founded. 

We have been trying to bring forth some suggestions that might 
be useful in that connection and are still working on them. 

Senator Youna. That is exactly the situation with wheat today. 
The fact is that you have called for all-out production. This goal has 
been substantially met, and we have a sizable carry-over, something 
close to 400 million bushels. That in itself is a most effective price con- 
trol. Because we have this carry-over, the price of wheat is held down 
to support levels. 

The only thing the farmer can look forward to is possibly 75-to-90- 
percent support. On top of that, switching to a new parity formula 
will mean a further drop in the price level. 

It is a severe penalty that the farmer is now facing to meet the 
production goal. 

It seems to me there ought to be something more substantial and 
sound to offer to the farmers when you ask for all-out production to 
meet the war necessities than the prospect of lowered prices. 
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The Cuatrman. The farmer ought to be put in the same category 
as the man who is now being asked to go all-out in production of guns 
and things like that. He is almost guaranteed a certain profit. 

Here we are demanding that the farmer go all-out in production for 
wheat, for cotton, for corn. 

Senator Ture. Most of those war contracts are cost-plus contracts, 
so that the contractor could not lose if delivered. 

The Cuarmman. You could not lose if you tried to; yes. But here 
we are being asked to produce to the limit of our a 

Senator Ture. For example, Mr. Chairman and Mr. Secretary, a 
year ago we knew the great need for increased production in meat, in 
order to check the inflationary trend, especially in beef prices. The 
producer went all-out in the production of pork. Right at the present 
time pork will not net a farmer in Minnesota, where they are depend- 
ent on the South St. Paul market, $17 a hundred for choice hogs. 

By the time he pays his trucking, and so forth, it will not net him 
that. The last market quotation was about $1714 a hundred pounds. 
That is your choice top hog. 

The producer is not breaking even on that type of pork price when 

ou consider, first, what the cost of the corn is that he is feeding that 


og. 

What I am getting at is the present price of pork at $17 a hundred. 
A tractor is twice as much today as when he received 28 cents a pound, . 
or $28 a hundred, for his pork. 

Secretary Brannan. Or more. 

Senator Ture. The farmer is told constantly by almost everybody 
that he is the most favored citizen of the land, because he has these 
guaranteed prices, and so forth, but in reality they do not consider 
the ovcrnel, that he is faced with, the tremendous expense in all of 
his farm operations, and that these prices are so low. That is true both 
in a and in hogs. They just are not breaking even. 

he Cuarrman. I just pointed out, Senator, what I am sure worries 
the cotton producer in the South, and that your farmers are worried 
in the same way, is that overproduction may result without any price 
protection. And all of us know from experience that the greater the 
production the less you are apt to receive for your commodity. 

It strikes me that the Department ought to do something very quick- 
ly in order to assure the farmer that prices will not be depressed if the 
Lord is good to him and he makes crops in excess of the goals set. 

I am sorry, Mr. Secretary, if I anticipated you, but I would like to 
ask you other questions. However, I presume you will discuss that 
phase of the problem a little later in your paper ? 

Secretary Brannan. It is discussed, Senator. 

The Cuarrman, Allright. I will reserve some of the questions that 
I have, depending upon what you have to say or give us as your plan, 
if you have one. 

ecretary BraNNAN. That is a very dangerous term, Senator, for me 
touse, It rhymes too well with my name, you see. 

If farmers meet the acreage goals wih have been established and 
if weateher is about average, farm production and marketings should 
show some increases. But increased marketings are not likely to add 
more to farmers’ cash or gross income than about enough to offset in- 


creased out-of-pocket costs for production and marketing. 
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Another way of looking at the current situation is to note that the 
index of prices received by farmers as of January 15 this year stood 
at the same level as for January*15, 1951, but that the parity index— 
the index of prices and cost rates paid by farmers—was 5.5 percent 
higher this year than the same index for the corresponding month a 
year ago. At 3 o’clock this afternoon, the Department will release the 
official midmonth price report, and we can then bring up to date the 
January figures I have just given. 

Now let us turn to the matter of food prices at retail and their 
relation to farm-price movements. The retail food price index of 
the Bureau of Labor Statistics as of January 15, which was released 
early this week, was 14 percent above the level prevailing in June 
1950, just before the Korean outbreak. It was 18 percent above the 
level prevailing in January 1950, 24 months earlier. 

Most of the discussion relating to retail-food prices seems to imply 
that these increases above the pre-Korea levels are all, er at least 
chiefly, accounted for by increases in farm prices. But the facts are 
different. 

Some of our statisticians are working with the committee staff on 
an analysis of current trends in farm and retail prices and in the 
charges for processing, marketing, and distribution. I will not at- 
tempt to cover this analysis in detail here but would like to call the 
committee’s attention to a few outstanding facts. 

The Bureau of Agricultural Economics computes the current retail 
value of a market basket of foods bought by a typical three-person 
family. The annual cost of this market basket, using retail prices as 
of January 1950, was $615. This had risen to $745, as of January 
1952. Three-fifths of this rise in the past 2 years was due to higher 
farm prices for food items and two-fifths to higher marketing charges. 
The major part of the increase in farm prices occurred in the second 
half of 1950. This was mainly a recovery of farm prices after the 
substantial decline which occurred in 1948 and 1949. 

During the past year farm prices have changed very little, declines 
from February to July being approximately offset by increases later 
in the year. The retail cost of the market basket increased $37 during 
the 12 months, January 1951 to January 1952. Twenty-nine dollars 
of this increase, or 80 percent, was due to higher marketing costs or 
margins. Only $8, or 20 percent, was due to farm prices, and I am 
sure that a part of this will have disappeared when the calculations 
become available for mid-February. 

Senator Ture. Might we interrupt at that point? 

Secretary Brannan. Yes. 

Senator Ture. Would it be possible to insert a chart or a table of 
the agricultural commodities and products right at that point in your 
statement to show which have risen and which have gone down, be- 
cause, when you give thought to the low price of eggs and what egg 
prices have been this past year, we know that they did not increase 
the food-basket cost. We know that pork did not increase the food- 
basket cost. We know that beef has steadily declined in the past 
calendar year. And we know that wool and mutton, and so forth, have 
been declining in the past year. 

What are the crops or what are the products that went up to make 
this market-basket cost more, as you relate it to the producers, crops, 
or products ¢ 
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Secretary Brannan. Well, it is not broken down by individual 
crops, but the next table takes them into account in general categories 
or groups. S 

Senator Ture. Yes; I notice that. 

Secretary Brannan. Meat products are shown here as net farm 
value, the marketing charges, and the retail. 

The Cuatrman. As I understand the meat-product price, the net 
farm value has gone down $2! 

Senator Tuyr. That is what I cannot understand, Mr. Chairman. 

eee But the marketing charge has risen $9 and the 
retail $7. 

Senator Tuye. The producers are constantly charged with the fact 
that it is their support program that has compelled OPS, or whatever 
other administrative body deals with it, with holding these food costs 
to the consumer up. You see, here is a decrease in meat products. 
It is a minus 2, but the marketing charge is a plus 9, and the retail 
is a plus 7. 

And when you get down here into dairy products you have a plus 
7, and you have a zero in marketing charges, but you have a plus 7 
in retail. 

Secretary Brannan. In that case the producer’s increase was re- 
flected through to the consumer. 

Now, in the case of meat, of course, it was not. 

Senator Ture. The producer’s price went down, but the other costs 
went up. And the producer took the barbs from the OPS Admin- 
istrator that it was the farm bloc that kept his hands tied and that 
he could not give any relief; do you not see ? 

Secretary Brannan. That is right. 

Senator Tuy. That is what I am getting at. 

Secretary Brannan. That is right. 

The Cuatrman. Take the case on that same page of fruits and 
vegetables. The net farm value was plus 5, but the cost of marketing 
was plus 18, and the retail was plus 23. There you have a glaring 
example of who got what. 

Mr. Wetis. May I say that these are comparisons from January 
to January. We hope early next week, working with thecommittee’s 
staff, that we can make comparisons from February to February. 

We will be glad to insert, Mr. Secretary, as much additional detail 
as they want. We are working already on this with Dr. Wilcox. 

Senator Ture. But even from January to January these glaring 
facts are here that meat products went down, but the cost to the con- 
sumer went up 7 because the marketing charge went up 9 percent. 

Mr. We xs. I realize that. 

Secretary Brannan. That is right. 

We give three examples in a little greater detail here, but I do not 
want to pass over a direct answer to your request. We will have more 
elaborate tables available for insertion in the record, or whatever 
use the committee wishes to make of them. 

Senator Ture. I think that would be valuable. 

Mr. Wetrs. Do you want to elaborate this right now or wait until 
next week to get the February material ? 

The Cuamman. I wish to say to the committee that I suggested to 
Dr. Walter W. Wilcox, who is the senior specialist in agriculture and 
our committee adviser from the Library of Congress, that he work 
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on that, and in order to be a little more specific he has prepared a 
statement which I intend to place in the record at the proper time, and 
I shall ask that it be placed at the end of the Secretary’s testimony. 
It, in a measure, covers a good deal of what the Secretary is now 
talking about. As much of this statement as may be duplication, we 
shall delete and just rely on what the Secretary said, pom it is 
more or less taken from the same source. There is no use to repeat 
the same tables. 

Dr. Wilcox has reached certain conclusions in that which I believe 
it would be advisable to place in the record. 

All right, Mr. Secretary. 

Secretary Brannan. Thank you, Mr. Chairman. 

The Cuarrman. If I may interrupt, that shows then, Mr. Secre- 
tary, that the net farm value from January 1951 to January 1952 
has increased $8, whereas the marketing charge has increased $29, 
and the retail charge $37 ¢ 

Secretary Brannan. That is right. 

The CuarrMan. So there again you can see that the farmer is not 
getting that increase, that the middlemen are getting it. 

Senator Ture. Might we ascertain whether the 29 and the 37 are 
arrived at by adding those two totals to make the full amount of the 
increase to the consumer ? 

Secretary Brannan. You add the first two columns to get the third, 
the 8 and the 29 to get the 37. 

The Cuarrman. In other words, the entire increase to the consumer 
was $37 and of that amount $8 is chargeable to the farmer and $29 
to marketing. 

Senator Youne. On a market basket value of what? 

Mr. Wetts. About $700. It covers the average per capita consum- 
tion of a man, wife, and child, basis 1935-39 quantities at current re- 
tail prices. 

Secretary Brannan. $745 as of January 1952. 

Senator Ture. I thought you said the year 1935. 

Mr. Wetts. The average quantities are based on the 1935-39 con- 
sumption rates. 

Senator Tuyr. The consumption rates? 

Mr. Wetts. Then we multiply by the actual price from one year 
to the next, then we break it down to find out how much is farm and 
how much is in-between, marketing or handling charges. 

Secretary Brannan. These increased costs of the “market basket” 
foods between January 1951 and January 1952 were distributed as 
follows ** 























Net farm Marketi 
value charges Retail 
IIE, diinecin nice -ddbdi Sade peddbablnecdinscossece —$2 +$9 +$7 
og ey Sen ane +7 +7 
PT I a oh dodises chudnsccdséchodincssstinbaseesensed 0 +1 +1 
Bakery and other cereal products._............-...-....--.--. 0 +2 +2 
oe 5 hon dnp ce ccabandndbeceaguasdnanod +5 +18 +23 
Miscellaneous products.....................-. veegettakdbakiobeek —2 —1 -3 
TT ane Be i bi nn hk aaa cvc denned dedca- +8 +29 | +37 








1 Estimates based on preliminary data furnished by Bureau of Agricultural Economics. 
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A few significant examples of price changes between January 1951 
and January 1952 follow: 

Oranges: Florida growers received an average price of $1.24 a box 
on oranges sold for fresh use in January 1952 compared to $1.81 in 
January 1951. Retail prices averaged $6 a box in January 1952 and 
$6.26 in January 1951. These prices gave the grower about 29 per- 
cent of the consumer’s dollar in January 1951 compared to 21 percent 
in January 1952. Similar changes have taken place on the prices 
received by Florida growers for oranges sold for processing. f 

The Cuairman. The consumer, though, paid almost the same price 
at retail although the prices, as you point out, went down 20 percent 
insofar as the farmers are concerned ‘ 

Secretary Brannan. That is right. 

The Cuarrnan. Is that right? 

Secretary BRANNAN. Yes, sir. 

Senator Munpr. Is that same situation relatively true with regard 
to California oranges or was there a big surplus of Florida oranges 

Secretary Brannan. There really is not a surplus of oranges Over 
the country. I am sure we can get this figure on those. We have 
picked January to January. You are taking a season when Florida 
is marketing. We will pick some months in which the California 
season is at the peak. That would be, I guess, May, would it not? 

Mr. WELLs. Yes. 

Secretary BranNAN. We will take a May to May period, if you want 
to reflect the California situation. 

Senator Munpr. It would be interesting to have that table. 

Secretary Brannan. All right, sir, we will add the last figures. 
Of course, if marketings in California start as early as February— 
] do not think they do in volume—we could use February to February ; 
otherwise we will have to back up considerably from 1951 into 1950, 
which would not give us as current a reflection. We will get the best 
possible figures on California and put them in here. 

Senator Munpr. Very good. 

(The information to be furnished is as follows:) 


CALIFORNIA ORANGES, FARM AND Reta. Prices, JANUARY 1951 AND JANUARY 1952 


California growers received an average of $2.82 a box (equivalent returns per 
box, packing house door) on naval oranges sold for fresh use in January 1952 
compared with $2.05 a box in January 1951. Retail prices increased from an 
average of $7.08 a box in January 1951 to $8.33 a box in January this year. 
In dollars and cents, the retail price increased more than the grower's price from 
January 1951 to January 1952, $1.25 as against 77 cents. However, these prices 
gave the grower about 34 percent of the consumer’s dollar in January 1952 
compared with 29 percent in January 1951. 

Secretary Brannan. Pork: Hog prices dropped 2.6 cents a pound 
live weight between January 1951 and January 1952. The retail 
prices of pork declined during the same period but not so rapidly. 
As a result, marketing margins increased about 10 percent. 

Beef: Retail beef prices also increased over the 12-month period at 
a greater rate than live cattle prices. 

We can summarize these facts by simply saying that marketing 
costs and margins i a as important as farm prices—probably 
more so over any considerable period of time—in determining retail 


food prices and living costs. This is borne out, too, by the fact that 
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even in good times farmers get only about 50 cents out of average 
retail food dollar and only 14 cents of the average consumer's retail 
cotton dollar. 

Senator Munpr. Going back for just a minute, when you talk about 
pork, you use a different term than you use on oranges and beef. There 
you talk about marketing margins increasing and every place else 
you talk about marketing costs. 

Does that mean you are talking about the marginal of profit: from 
the retailer, the margin of profit for the wholesaler / 

Why do you use the term “margin” in one place and prices in the 
other? 

Secretary Brannan. To simplify it we probably overcondensed a 
little bit. 

Mr. Wettis. We use the words “cost” and “margins” interchange- 
ably. 

Senator Munopr. It does not mean the margin of profit ¢ 

Mr. We ts. It is just the spread between the farmer and the con- 
sumer with no implication one way or the other about profit. 

Senator Munpr. You could have used marketing price just as 
well? 

Mr. Weits. Yes. “Marketing costs“ is probably a better term. 

Secretary Brannan. The fact is that rising costs continued to 
plague both farmers and marketing agencies during 1951. Average 
wage rates in the distributive atte apparently increased steadily 
during 1951, averaging 9 percent more for the year than in 1950. 
Transportation charges were raised 6 to 9 percent in August 1951, 
and this was the ninth increase since June 1946. 

An application is now pending before the Interstate Commerce 
Commission for a further freight rate increase—an increase which, 
if granted, would bring rates 15 percent above those of a year ago. 

The Department of Agriculture has been well aware of the pres- 
sure of costs and prices, and we have taken a firm position that the 
granting of further railroad freight rate increases will unnecessarily 
inflate the costs of marketing farm commodities. 

Turning to production goals, I think there is no need for me to out- 
line in detail the acreage goals which we have established for 1952. 
However, tables showing acreages and production for 1950, 1951, and 
the 1952 goals are attached. 

American farmers and ranchers are being asked to increase agri- 
cultural production, if possible, by as much as 6 percent in 1952. The 
defense program and the maintenance of living standards in this 
country have drawn heavily upon our reserves since Korea. Domestic 
consumption and foreign requirements are continuing at a relatively 
high level. It seems important not. only to meet current requirements 
but also to make provision for rebuilding commodity reserves if and 
as this is possible. 

Senator Youna. Do you. think it would be possible to get the 
farmers to meet these production goals for the preparedness program 
without price supports? 

Secretary Brannan. I certainly do not. I think price is an incen- 
tive to the production of agricultural commodities, as much as it is 
any other thing that is turned out industrially or otherwise. 

Senator Youne. Would you be in favor of lowering of price sup- 
ports during this period ? 
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Secretary Brannan. I certainly would not, Senator. I donot think 
I have been caught over on that side ever. 

Senator Youne. I am glad you say you have not. 

What will happen to production if we permit a drop in the price- 
support levels which is scheduled commencing with the 1954 crop; 
what will hapen to your production goals? 

Secretary Brannan. Well, Senator, I am told that in the case of 
wheat it could have a serious impact. 

I think that might be the situation with other crops. 

Senator Young. With wheat, for example, if the support-price 
program as of today were switched over to the modernized parity 
: — it would mean a drop of about 28 cents a bushel in the support 
evel? 

Secretary Brannan. That is right. 

Senator Youne. Certainly most wheat farmers would shift to some 
other production or seed down more of their ground to grasses and 
other things, if that drop in the support level took place? 

Secretary Brannan. Yes. 

Senator Youna. I think from the farmer’s own personal viewpoint 
he would be far better off now to cut down in production, because this 
surplus he is creating is holding the prices down to support levels. 
If support levels drop some more the prices are bound to drop. It 
could ont be otherwise. He is digging his own grave by increasing 
his production. 

Secretary Brannan. Well, Senator, I do not think anybody could 
argue with you about that, except I hope that the farmers do not cur- 
tail their production. 

Senator Young. I do not think they will, but I feel it is the duty 
of Congress to see that some reasonable guarantee is given the farmers 
if they meet this production goals, and that they will not, as a result, 
find themselves in a difficult financial situation and probably bank- 
ruptcy. 

Secretary Brannan. I agree with that, too, Senator. 

The Cuarrman. Mr. Secretary, have you any apprehension what- 
ever as to the goal on any of our basic crops being reached ¢ 

Secretary Brannan. Well, we think the most difficult one, aS we 
point out somewhat later on here, will be corn, that the possibility of 
achieving the corn goal we have set out is probably less likely than 
most of the other commodities. 

The Cuarrman. Let me put it this way, if it should turn out to be 
true as to other crops, have you any plan to offer whereby the goals 
can be reached ¢ 

Secretary Brannan. Well, of course, Mr. Chairman, we are doing 
all we can to encourage farmers to meet the goals. And, concurrently 
with that 

The Cuarrman. Well, now, you say you are encouraging them. 
What are you doing to encourage them? 

Secretary Brannan. Outside of the price field now, outside of main- 
taining prices at 90 percen of parity for those commodities, we are 
first of all trying to get all of the supplies they need, the fertilizer, the 
insecticides, the machinery and all of the other elements of production. 





The Cuatrman. Are you able to control the sale price of those neces- 
sary supplies being purchased by the farmers ? 
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Secretary Brannan. No; weare not. But by maintaining, by keep- 
ing the volume of production of those things up, maybe we can in- 
fluence price. 

The CHarrman. As I understand from every source, and I can 
speak with a little om only, 4 because I bought some fertilizer recently 
and it is quite a bit higher than it was last year—— 

Secretary Brannan. That is right, sir. 

The Cuairman. And labor is going up, and there is no question in 
my mind but that labor, insecticides, and farm machinery, and every- 
thing else are going to keep on this march of rising prices—with that 
staring the farmer in the face, you still feel that he is going to try 
to reach the goals that you have set ? 

Secretary Brannan. Well, Senator, I can only answer that by say- 
ing, we hope so. Of course, those increases in the cost of production 
will be reflected in his parity level, too. 

The Cuarrman. Merely a pious hope will not produce a pound of 
cotton. 

It strikes me that we ought at least to try to offer the farmer the same 
form of security that our benevolent Government is offering to those 
who produce the sinews of war, that is, the cannon and things of that 
kind. 

Secretary Brannan. I certainly would not argue with the chair- 
man about that. 

The Cuarrman. Let us take the case of cotton or corn, either one you 
desire, in fact, any of our basic crops. 

Have you made a recent survey of any kind so as to determine the 
progress being made to reach the goals that you have set as to those 


cro 

eactaire Brannan. The earliest planted crop of the major ones is 
cotton. Itis my impression that there is some planting of cotton in the 
various southernmost parts of the country today. 

The Coamman. That is right. 

Secretary Brannan. The only reflections we get on what is going 
on out in that part of the country with respect to cotton, of course, 
comes from the trade from our committees, and from informed people 
in the areas. I sense some apprehension about the acreage, about 
getting the acreage which we have allocated to tlfose particular areas 
on the part of some of these people, but not a very grave apprehension 
on the part of anybody. It is a little early, so far as we are able to 
judge now, to quite determine. : 

The CuHarrmMan. I returned from the South just about 2 or 3 weeks 
ago, and I got more or less positive information that the acreage goal 
may not be reached. There is a clamor among farmers down there 
that unless something is done by the Department in order to encourage 
the farmer by way of some kind of an incentive, you may run very 
short on the cotton goal. I am just wondering if you have given 
thought to the idea of exercising the power that you now have under 
the law to increase the incentive so as to assure a full measure of the 
goal that you have fixed. 

Secretary Brannan. Well, Senator, we are relying on the present 
law and its normal application. 

The Cuarrman. You mean for the present ? 

Secretary Brannan. Yes, for the present. 
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And with respect to cotton, of course, we are relying on the fact 
that cotton is now selling somewhere in the neighborhood of 40 
cents, 

The Cuarrmman. Now, if the farmer could be given the assurance 
that that market would remain at 40 cents, I do not think you would 
need to worry at all about the goal, but what the farmer fears, as 
I pointed out a while ago, is that the production may exceed the 
goal that you have fixed. And if it does, it will simply have the 
tendency of lowering the price to such an extent that he is likely to 
lose considerably by making a big crop. 

Secretary Brannan. Of course, Senator, if we could deal with 
cotton alone 

The Cuarrmman. I understand. 

Secretary Brannan. And then there would not be great danger 
in raising the support levels to around 112 to 115 percent which 
would be essential to get 40 cents. Is that not about the figure it 
would take? 

Mr. Weuts. Yes. 

Secretary Brannan. But if you did that for cotton, I am sure 
that we would hear from Senator Young about wheat and from 
Senator Thye about corn. 

The Cuamman. You have mentioned apprehension about corn. 
lt might be advisable for ‘you to do it. You have just said you may 
not reach that goal. And you say that it ought to be reached. 

Secretary Brannan. Yes. 

The Cuarrman. And since you express apprehension that it may 
not be met, I am just wondering why it is that you do not look into 
the feasibility of using and exercising the power that you now have 
under the law in order to increase this incentive. 

Secretary Brannan. Well, Senator, I just will put it this way. It 
is a difficult situation. It has seemed to us, or it seemed to me that 
the impacts upon the total economy which would result from raising 
support levels by 15 or 20 percent, and the reflection of that increase 
in the support levels to all of the commodities which now go into 
this food basket that we were talking about, and a lot of other places— 
the impact of that on the economy as weighed against the impact 
on the economy ffom the prospect which would arise out of the 
possibility that we would miss the goals just indicates that you had 
better take your chances on missing the goals a little, rather than 
jacking up the economy at this particular time. 

I do not say that, with a sense of finality. I do not mean to say 
that my judgment is infallible on the point at all, but I do say to 
you that we have thought about it a great deal, and that is the turn 
of mind that we came to. 

The Cuatrman. As I understand it, your Department is making a 
more or less continuous study ¢ 

Secretary Brannan. Yes, sir. 

The Cuamman. Of the trends? 

Secretary Brannan. Yes, sir. And trying to be very alert to the 
possibility of something going wrong in the production pattern. 

The Cuatrman. Are we to understand that should you find out 
within, say, 60 days, that these goals may not be reached that it might 
be advisable for you to exercise the power that you now have under 
the law ¢ 
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I want to be perfectly frank in saying to you that my reason for 
asking that is that we in Congress may take steps to act if you do not. 

Secretary Brannan. Well, sir, I would understand that, of course. 

The thing that I think we would all then face is that, perhaps, the 
device that we would use today, if we decided that it was desirable to 
raise the support level, namely, the power to call a public hearing, and, 
as a result of the hearing, determine that an increase in price is neces- 
sary to get an increase in production in the national interest, might not 
be the device that you could use 60 days from now, because if a shortage 
of acreage is the thing we are working with, then increasing the price 
or doing almost anything 60 days from now probably would not get 
us the acreage. Certainly it would not get us the acreage in the areas 
in which they are now planting. 

The Cuatrman. That is why, Mr. Secretary, I think it is incumbent 
on you to keep a close watch on this to the end that everything is done 
to assure full production. 

If you recall during World War II, Congress enacted the so-called 
Steagall amendment, which more or less guaranteed the farmers so 
much in order to obtain production. And those guaranties were 
carried on 2 to 4 years after the war. 

Senator Youne. Two years. 

The CHarrMan. Two years after the war, yes. And it was one 
device used which, I thought, was very effective. 

Senator Youne. May I interrupt? 

The Cuatrman. Yes. 

Senator Youne. I have a bill pending before the committee now 
that would reinstate the Steagall amendment. 

Would you support that? 

Secretary Brannan. Senator, I think in principle we would. You 
know, every legislative report I send up here has to go through the 
Bureau of the Budget. I am expressing a personal attitude about it 
now, Senator. 

Senator Ture. Would that include the perishables such as dairy 
products, pork, eggs ? 

Secretary Brannan. Well, I have always been as equally interested 
in the perishables as the storables. And the Steagall amendment ap- 
plied to the perishables. I would assume that you contemplated 
covering the perishables. 

Senator Younes. Covering the same commodities. 

Senator Tuyr. Egg prices are low. The poultry producer is very 
much discouraged. ‘There is this danger. This is the time of the 
year they place their orders for baby chicks. This is when they lay the 
foundation for the laying flocks next fall. And at the present price of 
eggs there is not much incentive for a poultryman to go out and con- 
tract for baby chicks in the same numbers that he contracted for a 
year ago, because he knows that he is not breaking even on his feed 
costs, and the cost that he has invested in that laying hen from the 
time he purchased it as a baby chick to now. 

Secretary Brannan. That is particularly true in the Midwest area. 

Senator Ture. Yes, sir. And if there is any discouragement this 
spring, and he does not establish that foundation flock by buying the 
baby chicks, you are going to be short of eggs and then you will have 
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an inflationary price in eggs, just the same as we have the inflationary 
price 1n potatoes. 

Secrtary Brannan. May I just make this comment which is 
thoroughly apropos, that even if we were to say here today that we 
would raise the price-support level on pork, which you spoke of a little 
while ago, on hogs and on eggs, I do not know how in the world we 
would implement a price-support program under the present law to 
date, either. 

Senator Ture. Have you not the discretional authorization to act on 
that if you deem it advisable? 

Secretary Brannan. Well, yes. 

Senator Ture. I think you have. 

Secretary Brannan. Let us say that we established a price-support 
level for hogs tomorrow, and the price of hogs fell below the support 
level, there 1s no feasible way, to the best of my knowledge, to put a 
price-support operation into effect. We would go in and buy the hogs 
and put them away in cold storage. That is about the only way I know. 

Senator Tarr. You have done that before, not on pork, but you 
have done it on other perishable commodities. 

Secretary BRANNAN. We have done it on eggs. 

The Cuarrman. And cheese and butter. 

Senator Tuye. You have done it on butter. 

Secretary Brannan. Yes. Of course, we got into an awful lot of 
trouble with it. There was a great deal of objection to the deteriora- 
tion, and so forth. 

Senator Ture. You have done it on peanuts. 

Secretary Brannan. That is a mandatory program, too. 

Senator Ture. Yes, sir. There is no more justification for peanuts 
being mandatory than the great agricultural economy that is involved 
in poultry and pork products. 

Secretary Brannan. I certainly do not argue with that. As a mat- 
ter of fact, I think my previous testimony a year or two ago on this 
general area, of course, clearly indicates that. 

Senator Young. I think the history of these price-support programs 
has proved, though, that it is very difficult to carry on effective price- 
support program in perishables. 

Secretary Brannan. That is right. 

Senator Youne. That is, under the existing law. 

Secretary Brannan. Yes. And it is very dangerous to even suggest 
an alternative. 

Senator Ture. Just today, across my desk came a letter from the 
Twin City Milk Producers. You are familiar with the organization. 
It is the producer group that furnishes all of the fluid milk for the 
Twin City market. They cited several cases where the producer had 
sold his dairy herd because he could not afford to produce dairy prod- 
ucts at the price of dairy products, and he was turning to another 
type of farm operation. That means that he will either turn to soy 
beans or he will turn to wheat or he will turn to beef. Beef, of course, 
would be desirable. 

But he would turn to the very thing where you might be faced with 
a terrific surplus in what might even be termed basics, like corn and 
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wheat, in which case you would be compelled to support the prices even 

at a cost to the Treasury, while at the same time you were creating in- 

aed trends and a dire need for food products in the future, 
ssibly. 

P'So you must step in. The laws have been enacted by Congress, and 

we have endeavored to do everything but make it mandatory. They 

have given you the discretionary authorization under which to operate. 

Secretary Brannan. Now, Senator, you are not saying that you 
think we ought to go in and buy hog carcasses from the packer and 
put them away in cold storage ¢ 

Senator Tuye. What else would you do if the price goes to a point 
where the producer goes out of business and you are going to wake up 
some day with an inflationary price of meat again and the consumer 
clamoring all about you that the price of meat is out of reach and 
that you Save to install some kind of regulation on the retail market ? 
That is what you are faced with. We are going in that direction on 
dairy products. And no producer is going to sroduce pork at a loss. 
No man is going to produce poultry at a loss as long as Senator Young 
can hold the wheat prices up. 

The CHairMan. That goes for any crop, does it not 

Senator Ture. Yes, sir. We will turn to wheat or corn, if we must. 

Senator Youne. You will not stay in the wheat business very long. 

Senator Ture. I just warn you. 

Senator Youna. The prices on perishables often adjust themselves. 

For a while last fall hogs were down to about support levels. It 
has resulted in a smaller pig crop this spring. 

Secretary Brannan. By about 9 percent. 

Senator Younc. In all possibility hog prices will be up again if you 
support your basic commodities adequately. It does have a wholesome 
effect on the prices of all other commodities. 

Secretary BrRanNaNn. It was really the price of corn which had more 
impact on the small pig crop for next fall than the price of pork. 

Senator Youn. if you could drop the price of corn to, say, a dollar 
a bushel and have enough corn for the resulting increased pork pro- 
duction, you would have pork running out of your ears. 

Senator Ture. You see, all of those “if’s” are fine in the genera! 
discussion, but that “if” is not aiding the man who has an obligation. 
a mortgage. If the price support goes below parity, he cannot get his 
feed costs out of that pork. That is not helping him to cancel his 
note. And that is what he is faced with right now. 

Senator Youne. You can produce more butterfat. That is a good 

lace. 
Senator Ture. You do not do that in 24 hours, nor in 24 months. 

Secretary Brannan. I do not intend or want to be in the position 
of being difficult or arbitrary about the problem, but I wish we could 
find a feasible way of supporting hogs, other than buying them and 
putting them into storage, because those carcasses are not going to be 
marketable after about 30 days. 

Senator Ture. That is not true with bacon and ham. 
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Secretary Brannan. But then you add about 15 to 20 cents proc- 
essing costs to get them in the form of bacon and ham. 

Senator Ture. May I ask this, a question that does not relate to this 
one point here? 

Did you see the letter that W. M. Thatcher got out since the 15th 
of February ? 

Secretary Brannan. No, sir. 

Senator Ture. He referred to some imports that were drastic in- 
sofar as they related to cereal grains. 

Well, have we not had some imports come in that were a little dis- 
astrous to the producers of fats and oils? 

Secretary BRanNAN. | am just talking in general terms now. There 
have been—I am assuming—some Danish hams have come into the 
country. 

Senator Ture. And some Polish hams. 

Secretary Brannan. A few Polish hams. But my impressions is 
that those items are not having a very serious impact because, first of 
all, they are luxury items. Second, they are in small quantities. And 
they stay pretty much along the Atlantic seaboard. So that the im- 
pact on the total price structure for hogs in the country probably 
could not be very closely related to those imports. 

(Supplementary statement filed by the Department of Agriculture 
is as follows :) 


Unirep Srares Foreign TRADE IN Pork, 1951 


The United States exports more pork each year than it imports. The trade 
is small, however, in comparison with production in this country. In 1951, ex- 
ports of all pork products to foreign countries were the equivalent of 113 million 
pounds carcass weight. In addition, probably 40 or 50 million pounds were 
shipped to United States Territories. Imports of pork products in 1951 amounted 
to 50 million pounds, carcass weight equivalent. 

Production of pork in the United States in 1951 was 11,570 million pounds. 
Exports thus were 1 percent of domestic production and imports equaled one-half 
of 1 percent of production. 

Pork exports last year consisted of 22 million pounds to Canada, 27 million 
pounds to Cuba, 15 million pounds to the Netherlands, and smaller quantities to 
other countries. Exports to Canada were principally fresh and frozen cuts, 
to Cuba cured hams and bacon, and to the Netherlands, bacon. Pork imports 
were composed of 22 million pounds of various pork cuts received from Canada 
and of specialty products, primarily canned hams, received from European 
countries, as follows: 16 million pounds from the Netherlands, 5 million from 
Poland, 4 million from Denmark and less than 1 million from each of several 
other countries. 

More complete data on foreign trade in pork for 1951 are shown in the at- 
tached table. 
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United States foreign trade in pork, and domestic production, 1951 (millions 
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Hams and shoulders, cured 1.7 | () Fy et 2.2) . s T le 
ee RET 2.7 | 12.9 | 16.3 | 5.4 | 2.5 | PY Roe a 
Pickled, salted... _.__- 3.8 1.3 2.0 .3 | 2.6 | | aa 
IE TRE 21.8 | 14.7 | 26.9 | 5.7 | 13.1 | 82.2 113 
United States production ___-._|.._- o-[o-2-2---0-]----2-----]---0--0- i 11, 570 
| | | | 





1 Does not include shipments to territories. 
2 Less than 50,000 pounds. 


Norte.— Partly compiled from data of Bureau of the Census and Office of Foreign Agricultural Relations. 
Source: Bureau of Agricultural Economics. 

The CuHarmman. Mr. Secretary, a while ago I asked you as to 
whether or not it was your intention to exercise the power you now 
have under the law to increase incentives—and I think emphasized 
cotton and corn in particular—and you indicated that, if you did it 
for those two commodities you would have to do it for others. 

Is that the only reason you have to offer to this committee, be- 
cause you may have to do it for others! 

I wish you would be more specific as to exactly why it is you feel 
that even if the goals that you have set, let us say in corn, about which 
you are apprehensive now, and in cotton, about which I am appre- 

ensive, aren't met, you will not use these powers you now have and 
fore Congress to do it. In other words, it just strikes me that if 
the Department cannot make up its mind, as you have just indicated, 
about corn, where you expect a shortage, that somebody should. 

I would like for you to tell the committee, other than what you have 
just said, that if you did it for one you would have to do it for others, 
why you do not exercise that right? Give us more reasons, if you 
have any. 
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Secretary Brannan. Well, Senator, let me say it this way: It is not 
clear, certainly, that we will fall short of our cotton goal or of our corn 
goal. Asa matter of fact, we will use all bensonaila devices that are 
available to us, other devices, to assure the level of production that 
was determined as part of the goals. 

Therefore, it is not such a clear-cut decision as to whether or not you 
are choosing between no crop or a short crop on the one hand, and 
raising the price support on the other. 

Senator Munpr. Other than the price support and public pleading, 
what other devices do you have to stimulate production / 

Secretary Brannan. The constant effort of the Department to have 
machinery, equipment, fertilizer, insecticides available at the right 
time and the right place. And on that we do put in a great deal of 
strenuous effort. 

I am sure that we could not say that we have a great increase in 
fertilizer supplies as of the present time, but we have a high degree 
of hope on fertilizer facilities, and we think a larger supply com- 
parable to the needs is ahead. 

Senator Munpr. If the only prone you had was to produce cotton 
under the present law, how high could you put the price of cotton—if 
you just had to go out and get cotton—if that was your only problem ¢ 

Secretary Brannan. I do not know whether I could answer that. 
I think then we could call a hearing and see what it costs to produce 
cotton on the average over the country. 

Senator Munpt. Would you put it above 40 cents? 

Secretary Brannan. I was just going to say I think it is generally 
agreed among the trade, a | most * the people concerned, that 40 
cents is a pretty good price and would be on incentive price, probably, 
under most circumstances. 

Senator Youne. During the 18 years of the operation of the ee 
support program on basic commodities I understand there has been 
a net profit to the Government of some $40 million as of July 1, 1951. 
Is that approximately correct ? 

Secretary Brannan. On the basic commodities alone? 

Senator Youne. Yes. That is the figure I got from the Department 
awhile back. 

Secretary Brannan. Can you answer that one? I am not sure. 

The CuarrMan. It was more than that on the basic alone. 

Senator Youne. The figure I got from USDA was $40 million 
profit for the 18 years of the operations—that is, as of July 1 last. 

Mr. Wetts. It is a small profit. 

Senator Youne. Will you supply that for the record? 

Mr. Weuts. Yes, we will. 

(The information requested is as follows :) 
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Realized gains and losses of the Commodity Credit Corporation, Oct. 17, 1938, 









































Commodity Gains Losses Commodity Gains Losses 
| 
: PRICE-SUPPORT PRO- 
PRICE-SUPPORT PROGRAM enAN— oon. 
Basic commodities Other nonbasic—con. 
co; RRA ERB Aaa $53, 343, 750 Cottonseed and prod- 
Catton. .........------ $268, 694, 180)............. QO. 2202-2 cudacwud $5, 738, 34 Latiehiht Suter 
Cotton, Puerto Rican .|......_____. 130, 198 SS Pa Sar ae ape $176, 424, 562 
Cotton, export differ- Flax fiber. _.__ ai Meatbeueseaiatees 397, 113 
TESTS PS aS 41, 361, 218 Flaxseed and linseed 
Cotton and rubber i iatbieienshe~tesaascsbens 63, 072, 250 
SSE eee et 11, 065, 451}............. Fruit, dried 
ER ano Ghtisns> apy he danidiches ods 83, 272, 184 Apricots__.....  e0 6 r 
EE SE ee aeaaes 1, 387, 459 Siaccecemvoveclocedha seems 1, 297 
Tobacco... ........-- 5, 214, 209 }......-.-....- Figs_. ye pore 
is akskwnas dsccckiatcescsbate 72, 660, 655 Peaches Per tnconcecee 
_ Sa . esd 8, 218, 098 
Net gain..........- 32, 808, 376 |..........--- ie endavenscaptedecess<9- 6, 695, 277 
cle ERE RE Ra. 38, 413, 646 
Designated nonbasic Grapefruit juice___..__|.......__-- 1, 732, 374 
com ities: Hemp and hemp fiber_|___- 21, 457, 478 
Milk and butterfat: ____ CSRS AR eR ee Sale eee 954, 200 
OS See) oo ae ree 48, 283, 780 OO ee ee ee 1, 388, 388 
‘Pa aby. 25, 033, 569 i dinntaddibiiewrnrene lopape 918, 578 
Milk, dried..........}............ 57, 727, 098 Peas, dry edible... .-._|........... 889, 440 
i See eee 876, 438 Sena ae 3, 751 
Potatoes, Irish *__.._. 478, 137, 707 Se Breese i 185, 478 
= aged AR apa 4 77, 798 Re RACES ar ei’ Paacil 641, 098 
Mit. bap nepostyhecediséiqcas sane 92, 103, 052 Soybeans. .....- 4, 385, 608)............. 
$$$ <_}|—_______ Sugar, Puerto Rican 
ee See 702, 239, 442 and Virgin Island . aanvevatantad 
=— EE, PESOS EA | 16, 517, 269 
Other nonbasic com- Sweetpotatoes._......._|.......- we. J 135, 421 
modities: . , SRS ie Bybee 
| SPETEREET ESBS MTSU S a pease te 5, 676, 623 Vegetables, canned. __. ll, 42) ews ee 
Beans, dry edible......}.....-_.___. 17, 824, 878 ——— 
Castor beans... ....... wistedddedd 171, Net loss. __....... ATER OE Peo | 351, 969, 262 
Cotton, American- Banc att 
SE atdedes ppv elensspetunies 454, 092 Total ce sup- 
port: Net loss. _.. |..........-. 1,921, 400, 328 





un 


! Allocation of losses and gains as between 
to the fiscal year 1947 was made on the basis 





ice support program and supply program for the period prior 
an analysis completed in April 1949. Since accounting records 
maintained prior to July 1, 1946 did not provide for this segregation, it was necessary to analyze program 
results in detail and in some cases make an estimate of the distribution between price support and supply 
of the total operating result as shown by the accounting records 
factors concerning the operations with respect to each commodi 
2 cee differential on owned or pooled cotton only. 
der ity expert program. 


This analysis was based on all known 


ty. 
Differential on exporters’ cotton included 


3 Includes price support loss of $2,829,639 on the 1943 and 1944 potato programs, which was formerly in- 


cluded under the general commodities 
4 Includes price support loss of $11,956, 


commodities purchase program. 


program. 
on the 1944 egg program, which was formerly included under the 


Senator Munpr. Will you include the perishables, too, so that we 


Mr. Wetts. Yes. 
Senator Tuyr. That will include the peanuts? 
Secretary Brannan. And the potatoes. 


will have the whole picture ? 


Senator Trrve. Unfortunately peanuts have never had the light of 
day in the same sense of criticism that potatoes got. 

Secretary Brannan. No; they have not. 

The Cuarrman. May I ask you this, Mr. Secretary? I do not 
know whether you can answer it under the law or not, but you have 
expressed apprehension as to whether or not the corn goal will be 
reached. 

Can you tell us how you reach that conclusion? Did you make a 
field survey of the intended plantings? Exactly how did you go about 
that? Or is it because you have more cattle and hogs? Just exactly 
how did you reach that conclusion about the corn goals? 
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Secretary Brannan. I think two factors enter into it. One is a 
historic factor. 

We have had a 90,000,000-acre goal for corn. We had it last year. 
I think we have had it once or twice before in our history and have 
missed it. We have not gotten 90,000,000 acres. 

On the other hand, we have gotten some exceedingly high yields in 
periods when we did not have 90,000,000 acres, and it did not make a 
great deal of difference. 

The second thing that enters into the picture—and you have to take 
into consideration this—is the fact that farmers are doing more long- 
range planning of their farming operations. They now establish for 
themselves a les of planting so much of their land to corn, so much 
maybe to soybeans, so much to legume, and so much to alfalfa, and to 
other crops. 

If we can induce some of them who have a poor pasture to plow up 
the pasture and put corn in this year and then maybe put the land 
back into a good cultivated pasture next year, this next year we might 
rebuild our corn stocks which are wesc | low at this time. That is 
the problem. How much of a conversion from the present established 
farm plan of the farmers who are corn ares can we get? 

There is also the speculative possibility of extending the corn- 
producing area farther out of the center of the old so-called commer- 
cial area which is lowa, Indiana, Nebraska, Minnesota, Illinois, and 
so forth. 

Each year now as you take a look at the corn-production map you 
will find farther and farther out from those areas corn production 
beginning to take hold. As a matter of fact, I think it was a New 
Jersey man who made the record for the highest yield per acre of 
corn in the country, not someone from Iowa but clear out here on 
the periphery, so to speak, of the corn-producing area, in New Jersey. 
That is a factor which gives us some encouragement. 

We may not get it in the old commercial so-called corn-hog area, 
but we may get additions out farther than we have been getting. 

Senator Youne. I would not think that the scheduled drop in sup- 
port prices for corn 2 years from now would be very encouraging for 
the farmer to break up more pasture and hay land. 

Secretary Brannan. It would not. That certainly would not be 
encouraging. It would be discouraging if he looks that far ahead 
and sees that kind of a situation coming, and I hope it does not come. 
I hope that we might be able to give him such an assurance in due 
course. Even then, for a short year turn-around he might be willing 
to plow up an inferior pasture which he is going to plow up anyhow, 
and put it in for 1 year, into corn, and then the next year into a good 


cultivated pasture. 
Senator Munpr. How much has the carry-over in corn decreased 


the last year? 

Secretary Brannan. It will probably be around 450,000,000 bushels 
this fall. It was about 750,000,000 bushels last October. 

Senator Munpr. Almost half? 

Secretary Brannan. Is that not about right? 

Mr. Wetts. At the end of this corn year we expect it to be down to 
about 385,000,000 bushels. 
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Secretary Brannan. We are talking now about carry-over and not 
supply. 

Senator Munpr. You are trying to keep in balance the various pro- 
ductive phases of agriculture. While you are trying to do that, have 
you any plans in mind for the sugar-beet people ? 

Secretary Brannan. We have been struggling with the sugar-beet 
problem, Senator, as you know, in order to fix the consumptive esti- 
mate for 1952 at a level that we thought would certainly attract an 
increase in price, but we got fooled. It did not. 

The Cuarran. It did not work that way this time. 

Secretary Brannan. It did not. 

The Cuairman. All of the devices that you used this year were 
used in the past, and in the past worked fairly well, but this year did 
not register. Why is that; . you know ¢ 

Secretary Brannan. There are two things which must have a bear- 
ing on it. 

One is the prospect of great world supplies. But No. 2 is the fact 
that it is highly likely that people are now taking off their shelves 
some of the sugar that they bought in the hysteria period right after 
Korea, when they rushed into the market and bought sugar wherever 
they could lay their hands on it. And there was a great run. 

The Cuarrman. Mr. Secretary, a moment ago you stated that you 
hoped that these goals would be reached because you are assisting the 
farmer in providing more fertilizer and more insecticides and pesti- 
cides and more machinery, and things like that. I happen to know 
that the Department has been most active in that direction. I have 
gotten in touch with your Department quite often on that score, as you 
know. 

Another item that we have to contend with is labor. What has the 
Department been doing in order to assure the farmer that he will get 
sufficient labor at the time he needs it? 

Secretary Brannan. Well, Senator, of course the labor problem in 
terms of the large quantities of labor that are needed for short opera- 
tions in such things as vegetables and sugar and a few other things 
is under discussion, of course, up here right now. And the Labor 
Department is taking the lead for the administration on that in 
that work. 

The Carman. I am personally familiar with that. I simply 
wanted that for the record. 

Secretary Brannan. The other thing, of course, is our effort to 
retain on the farm the qualified farm-trained youth who is subject to 
being drafted into the Army. And on that score I must confess we 
are having increasing difficulty, but probably no more difficulty than 
is being experienced by other segments of the economy, as the demand 
for people in the armed services increases. 

Senator Munpr. Your 3 o’clock bulldog edition shows that the 
prices paid by farmers are still going up and that prices are still going 
down. So we lose considerable between January 15 and February 15, 
which indicates the problem is getting worse rather than better. 

Secretary Brannan. That is right. Would you like to discuss this 
a little, Mr. Wells? 

Mr. We ts. This first, or cover page, summarizes the report. 

, om first page of the release dated February 29, 1952, as is fol- 
ows: 
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UNITED States DEPARTMENT OF AGRICULTURE, BUREAU OF AGRICULTURAL 
Economics 


CROP REPORTING BOARD 


Release February 29, 1952, 3 p. m. (eastern standard time) 
AGRICULTURAL Price REporT As OF Fesruary 15, 1952 


The Crop Reporting Board of the Bureau of Agricultural Economics makes 
the following report from data furnished by price correspondents, State agricul- 
tural statisticians, and cooperating agencies. 


United States pres inder numbers 


Feb. 15, 1951 | Jan. 15, 1952 | Feb. 15, 1952 





Index numbers (1910-14100) 











Prices paid by farmers, interest, taxes, and wage rates oe 276 287 288 
Prices received by farmers. .__- dtecniadiint htpetibentininiitanniaaediiie 313 300 289 





Prices received by pormen rs and .onaty prices, Feb. 15, 1952" 

















: Average Effective 
Commodity and unit price parity price 
Basic commodities: 
Cotton, per pound _- ppneegegs dates ote sagan cents. 37. 25 3. 47 
Wheat, per bushel. i habinelsbedadnehebadbapmeria bar e0e ST dollars. 2.18 2. 46 
Rice, per hundredweight ES Pe Se ee 5.22 5. 62 
Corn, per bushel ; Pts | AR RESETS fe 1.66 1.78 
Peanuts, I aaa eee ee cents_. 10.4 13.3 
Designated nonbasic commodities: 
otatoes, per bushel _ - : péwcaloueubiduidads coh aes 2.05 1.73 
Butterfat, in cream, per poun SEL AE PPE OS, BS cents_. 280.9 76.9 
Milk, wholesale, per intdredweight cacdeed ....dollars._| 24.96 4.84 
Wool, per pound 4 rained subg qeatentce tae 55.2 | 60.5 
Other nonbasie commodities: | 
Oats, per bushel _ - dollars__| 0. 890 0. 044 
——, grain, per hundredweight : rer =e 2. 51 2. 86 
Apples, per bushel ; ae er “SP 2. 36 2.85 
Beef cattle, per hundredweight__.- intnenn <pbtetitinetinwmgeel do.... 27. 60 21. 20 
Chickens, live, per pound... ___. Sapaddeeretatipaibenaeadienel cents... 25.7 30.8 
Eggs, per dozen_. ‘ ‘ : bctinstl ddibindep che Sueehek 239.8 0 50.8 
Hogs, per hundredweight caiehnaclinieareadinii pipiens dollars. _| 17.20 | 21. 60 
Lambs, rs, per hundred ast Be jad PB TRE IE FS 26. 80 | 23. 30 
Veal calves, per hundredweight _- PERPSS 1 EE aS 31. 90 23. 80 





' Prices are shown for basic commodities and for other important commodities of which permaliy 8 5 per- 

cent or more of annual sales are made by farmers during February. 
2 Adjusted for seasonal variation. 

The Cuamman. That is why, if you recall, the committee decided 
the other day to call Secretary Brannan in order to inform us as to 
that, and to give us some encouragement, if he could. 

Senator Munpr. He made a prophecy that he was going to bring in 
at 3 o'clock something that has not proven encouraging. 

Mr. Wetts. I think he said that he thought that most of the food 
cost increase due to farm prices as compared with a year ago would be 
wiped out when you saw this report, because we knew that vegetable 
prices were going down. This shows that prices received by the farm- 
ers dropped 11 points, amounting to almost 4 percent, that prices paid 
or parity went up 1 point and that farm prices were exactly at parity, 
100 percent of parity. They have been above that now for several 
months. 

Senator Munpr. What is that last statement ? 

Mr. Weis. That average farm prices have been running above 
parity fora number of months. They are an even 100 now. 

Senator Munpr. That is on page 2? 
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Mr. Wetts. Farm prices are down compared to a year ago. 

The Cuatrman. What has been the change on what he has to buy 4 

Mr. We ts. It went up another point. 

The Cuarrman. And his prices went down 4 percent, you say ‘ 

Senator Munpr. Eleven points. 

Mr. Wetts. Almost 4 percent between January 15 and February 15. 

The Cuatrman. In other words, he had to pay more for what he 
needs whereas the price of the thing he sells has gone down 4 percent. 

Senator Tuye. On February 15, 1952, your parity is $21.60 on hogs. 
And your live weight per hundred is $17.20. 

Mr. Wetts. That is right. 

Senator Tuyr. You can see what we were endeavoring to get cleared 
up here. How can you expect to continue pork production and what 
will be the ultimate next year, if you do not do something about this 
drastic drop. The parity is $4.40 higher than what the producer is 
actuall getting for his pork as of February 15? 

Mr. Wetis. Our December survey of farmers indicated that their 
intentions were to produce 8 to 10 percent less pigs next spring than 
last spring. 

Senator Torr. What is the consumer going to be faced with? You 
will have an increased population. And a decrease in the number of 
hogs that the producer produces. 

ou are laying the pattern right here by permitting this pork price 
to drop $4.40 a hundred below parity. 

Mr. We ts. It means less pork. 

Senator Ture. Machinery costs and everything else has skyrocketed 
every single month. 

Senator Munpr. They will have to eat eggs. 

Mr. Wetts. They will start eating less pork starting next No- 
vember and December. 

Senator Tuyr. You are destroying the diversified type of farm op- 
eration in the United States by letting your prices get out of ad- 
justment with one another in the matter that you are now faced 
with, because any man can change over to a cash crop like wheat and 
corn. He is guaranteed that if he produces wheat and corn he will 
get a — or somewhere near parity, that is, 90 percent of parity, 
and all he has to do is to deliver it to a bin, and the Government 
assumes the responsibility and he takes the check for it. 

You are destroying the diversified farm right across this Nation, 
just as sure as you let a program get out of adjustment that way. 

Senator Youne. May I say a word there? I think the Senator is 
entirely mistaken. He is talking about the $17.20 average price and 
parity is $21.60. That is 100 percent of parity. 

The Senator from Minnesota has been against us supporting price 
100 percent of parity. 

Senator Ture. No; the Senator from Minnesota only stated this, 
that if you are going to obligate all of your money under a positive, 
fixed program for six basics, then I will be against you, but if you 
will bring all of the agricultural commodities under that same guar- 
anteed price level, I will be with you. 

Senator Youne. Do you advocate that the Secretary support hogs 
at $21.60? 

Senator Ture. I am calling attention to the fact where the pork 
prices are. I am saying that you are laying the foundation to destroy 
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diversified farming if you let the nonbasics slip down without ever 
making an effort either to support the nonbasics but just to let them 
go down with an explanation, “Well, what am I going to do, what 
do you advise me to do?” But under the six basics we lay a positive 
floor, and it dose not make any difference what the Government 
Treasury is going to be put to. 

Senator Youne. Mr. Secretary, do you have any figures—I think 
you may have—here on the average price of dairy products and perish- 
ables as compared to the grain prices? It is my understanding that 
oats and barley and corn, that is, the prices for those, is lower parity- 
wise than are hogs and dairy products? Do I make myself clear? 

Secretary Brannan. I think that is generally true. 

Senator Youne. The prices that the farmer is receiving for the 
feeds, in other words, is lower paritywise than the farmers are receivy- 
ing for hogs and dairy products. 

Secretary Brannan. May I suggest that you turn to page 5 of the 
market report, or the agricultural price statement which has just 
been received? I would like for Mr. Wells to discuss that. 

Mr. Wetts. The last column shows the February 15 prices. Whole- 
sale milk was 100 percent of parity. Butterfat 105 percent. But 

Senator Youne. They are sitting pretty, 1 would say, compared 
with many other products. 

Secretary Brannan. I think there are some dairymen who will 
argue with you. 

Senator Ture. Mr. Wells, you take into consideration the milk- 
sheds where they are under Government control, do you not? 

Mr. Weuts. This is an average of all. 

Senator Taye. And then you take a milkshed such as Washing- 
ton where the Milk Control Board has fixed the price of milk. I do 
not know exactly, but I think it is around $7 a hundred. Am I 
right or wrong / 

Mr. Weuts. I do not remember. 

Senator Tuyr. It is somewhere very close to that. 

Mr. Wetts. Yes. 

Senator Ture. And it may be higher in some other milksheds like 
Boston, New York, Philadelphia, Memphis, and elsewhere across the 
country. You put that down and then you total up what they pro- 
ducer gets for 





1is manufactured milk—and the manufactured milk 
is now bringing $4 a hundred—so that the man outside of a milkshed, 
outside of this area, or a milkshed such as Chicago, does not receive 
any such total or any such figure near parity as is indicated in this 
general report. You have here reflected the price of a controlled milk 
market such as Washington, Boston, New York, Chicago, Pittsburgh, 
and all of the other large metropolitan consuming centers. That is 
why the producer, if you get right down to the producer figures, is 
not receiving parity at $4 a hundred for 344 percent butterfat. 

Mr. Weutts. I would not say that parity is necessarily the cost. of 
production. What I tried to say to Senator Young is that many 
dairymen say that dairy feed and other costs are such as not to make 
these current milk and butterfat prices attractive. But the recent 
price of butterfat and milk brought it up to the parity level. 

Senator Ture. Only in the most recent months. 

Mr. Weuts. Yes; it has been the last month or so. 
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Senator Ture. You are right in the winter months when your 
production is at the lowest point of the season. And if you gave up 
these figures 3 months fron: now you would have an entirely different 
figure. 

Mr. We ts. This is a seasonally corrected average. 

Senator Tuyer. It casts a very favorable reflection on that side of 
the argument. 

Senator Youne. On the average their products are selling at what 
figure ¢ 

Mr. Wetts. They are a little better than 100 percent of parity. 

Senator Youne. Under your present support the program—75 to 90 
vercent of parity—it would not be operative when the prices are that 
high, would it? 

Mr. Weitts. There is no support program operative on dairy 
products at the present time. 

Senator Youne. The support program is optional. It calls for a 
75 to 90 percent of parity, is that not right? 

The CuarMan. Yes; 75 to 90, 

Mr. Wetts. The Secretary announced 90 percent. 

Secretary Brannan. We have announced 90 percent. 

Senator Younc. The prices are above 90 percent. 

Secretary Brannan. We are not buying anything new. We sup- 
port dairy products by buying the end products, butter, cheese, and 
so forth. 

Senator Youne. I think Minnesota is coming around with the 
Brannan plan. 

The Cuarman. We do not want to get into that kind of argument. 

Senator Ture. I would like to let that record stand, I will debate 
it any time with the Senator from North Dakota. I will let that 
stand in the record, if de wishes it. I did not hear him speak of the 
Brannan plan. 

Senator Youne. Leave it in the record. 

Senator Tuyr. I think I had as much to say about that phase of the 
agricultural program as any one of you did. 

Senator Younc. What I was trying to say is that the prices of dairy 
products are above 100 percent or better, and the present price support 
program of 75 to 90 percent of parity would not be operative. 

Senator Tnye. There was not the emphasis put on the dairy prices 
in reference to the perishables that were ov the pork and the egg prices 
as we opened the discussion here this afternoon. If you wish to com- 
pare dairy prices, however, you are giving us the very lowest months 
of the entire production year in dairy endtnaial And, naturally, your 
reflection would be favorable, because we know that there is not the 
production in either cream or butter. 

Secretary Brannan. All we are giving you is the current report. 
It happens to be that this is the low period in dairy output. 

Senator Ture. There is a hardship in the pork and egg markets. 
And that is what I am concerned with here. And I would like, Mr. 
Chairman, if there would be some way of knowing what the Secre- 
tary has in mind, insofar as endeavoring to assist the producer of 
pork and poultry or eggs, in order that we can make certain that we 
do not have such a drastic reduction in poultry flocks as to create a 
shortage of eggs next year in which the consumer will suffer and, like- 
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wise, that there is still a time of the year in which the producer of 
pork can make a determination of reducing the number of hogs that 
will be farrowed in the calendar year. If he finds there is not much 
encouragement he will not breed any sows, in these spring months 
for fall farrow. And you will get another drastic cut in pork pro- 
duction which will reflect into the calendar year 1953. And that is 
a serious question, Mr. Secretary. I think that we should have some 
discussion on it in order that we know. 

The CuarrMan. As I understood the Secretary to say a moment ago, 
he had a few suggestions to offer, not plans, not Brannan plans, but 
a few suggestions that might be enlightening. You have not reached 
that part ? 

Secretary BRanNaN. I meant to say to you that we have been work- 
ing in the Department on some suggestions as to what to do when 
we reach the kind of problem which you outlined in cotton. 

The Cuarrman. You are not discussing it today ? 

Secretary Brannan. Not so far 

The Cuarrman. I was eagerly waiting for that suggestion so that 
it might relieve this committee of having to take action soon. 

Senator Tuyr. Can the Secretary give us some enlightenment on 
what he has in mind on those two products, eggs and pork? Either 
we are sure the producer is justified in continuing to produce pork and 
to continue to produce eggs, or otherwise in these next 3 or 4 months 
he can cut back, which will be reflected in the production next year. 
It is really serious. 

Secretary Brannan. Well, now, Senator, just let us be completely 
frank and straightforward about this thing. 

Will you tell me whether you think the Department of Agriculture 
should step in and support the price of hogs with the facilities and 
authorities that it now has? . 

Senator Ture. How low would you let pork go before you turned 
your hand? 

Secretary Brannan. That does not make any difference. 

Senator Ture. Yes it does, Mr. Secretary. 

Secretary Brannan. Let us say 90 percent of parity. 

Senator Ture. All right, then may I ask you this question, Mr. 
Secretary? What do you recommend to this committee? You are the 
Secretary of Agriculture. Everybody looks to the Secretary of Ag- 
riculture to administer from that level. You are one of the Cabinet 
officers. What do you recommend to this senatorial body ? 

Secretary Brannan. You asked me that 2 years ago. And after 
months of very careful and hard study we came forward with a sug- 
gestion which, for want of a better term, we cailed “Production pay- 
ments” or “Compensatory payments” or any other of the various 
terms that economists applied to it. 

I do not need to remind this committee what happened to it. The 
leadership of the Farm Bureau chose that as an instrument to destroy 
public confidence in the Department. And that is where we got all of 
the big so-called Brannan plan argument. 

You have voted, Senator, if I remember your record correctly, in 
the last Congress for compensatory payments or for production pay- 
ments. It just happened to be in the case of sugar. 

And if you and Senator Young ever get into this discussion I hope 
you will tell the people the difference between the operation of the 
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sugar program and the recommendation which Allan Kline named 
the Brannan plan and went out and attempted to destroy public con- 
fidence with. 

Senator Ture. There is in the act that exists on the statute books 
now some positive language and positive legislative provisions that 
place certain responsibilities on you; do they not? 

Secretary Brannan. Well, all right. It places, let us say 

Senator Ture. And do you intend 

Secretary Brannan. No; wait a minute. Let us not use the word 
“responsibility.” It puts in the Secretary of Agriculture the discre- 
tionary power to support commodities when, under all of the circum- 
stances, an efficient and intelligent program can be operated. 

I do not think that there is any implication in the statute anywhere, 
Senator, that the Secretary of Agriculture is obligated to support the 
two commodities you mention or any other commodity, when there is 
no feasible method within his reach to do it. 

Now maybe within the language of the statute you can conceive of 
some kind of a feasible way of supporting these commodities. 

I confess to you that I cannot. And I confess to you that the whole 
group of economists and other people in the Department of Agricul- 
ture who worked diligently on it could not. 

The simple question here is, if we decide to support the price of 
these commodities—and I view the low level of price for these com- 
modities with as much concern as you do and have been worrying about 
it equally as much as you have—if you will now tell me—and I 
confess I cannot tell you—of a feasible method for supporting those 
commodities, I will put it into force and effect tomorrow. 

But to get more specific, will you tel] me that you think we ought 
to support these commodities by buying hogs and putting them into 
cold storage and letting them deteriorate after 30 days and then throw- 
ing them out and filling the storage up again, which is, as I understand 
it, the limit of our authorities? 

Senator Ture. Have you anything in your files, when you noted 
that these prices were going down to where it threatened the future 
production of the commodity—have you anything in your files where 
you warned anyone in the Government to guard against the imports 
that have a tendency to lower these prices? Can you show this com- 
mittee that you have taken any steps with relation to imports that are 
directly competitive and have their reflection and influence on these 
markets, that you have endeavored to protect the producers of the 
United States by giving such information to the proper authorities 
that administer the imports ¢ 

Mr. Secretary, you cannot charge what Congress has failed to do, 
when Congress has put all of these instruments in your hands. And 
if there are imports that come in—you may say that it is fancy prod- 
ucts—you can call it fancy or silk or whatever you like—anytime that 
a pound of pork products comes in here competitively to your produc- 
ers, it is going to reflect in the over-all price. 

It was a few imported potatoes that gave the black eye to some of 
the potato programs, Mr. Secretary. 

Secretary Brannan. That is the most remote factor. 

Senator Ture. No; it is not remote, Mr. Secretary. Get down and 
show me where you have warned about imports that have had the 
effect of softening this market. 
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Secretary Brannan. We have discussed that with this and other 
committees of Congress many times. We are prepared to discuss it 
again. 

ceed Ture. I would like to have you discuss it with us. I would 

like to see whether you have Se Beatie at the producers here who are 
going to be forced out of production in the field that they are well 
oualified in, just because the market is at a point where they cannot 
break even. 

Secretary Brannan. All right. Now, Senator, are you represent- 
ing then, to the committee today, that the low price of pork today is 
the result of the importation of the quantity of Polish and Danish 
hams in the country t 

Senator Ture. No; Iam not. The only question I asked you, when 
you say, “What can I do, what do you at Fee that I do,” was this: 

ave you anything in your records to indicate that you had been 
concerned about imports that may have softened your market here / 

Secretary Brannan. I do not believe that the imports of these Dan- 
ish hams and Polish hams have broken this market to this level. I do 
not believe that they have. 

Senator Ture. I do not know, Mr. Secretary. I am only asking 
you. Iam just an innocent observer here, sitting as a member of this 
committee, endeavoring to learn from you. yee you tell me you can- 
not do a thing for the pork producer, even though these markets are 
sliding down. 

Secretary Brannan. You tell me that I can. What is it? 

Senator Tuye. I am asking whether you have examined that. 

Secretary Brannan. Tell me what it is. 

The Cuarman. I think the Secretary has made it plain that he 
and his economists have taken this law and tried to work out some 
scheme whereby it could be done, and they say that they cannot. 

Senator Tuyr. That is what led me, Mr. Chairman, to ask whether 
he examined every phase of it. As an example, I asked: Are these 
mgerts causing a softness on this pork market ? 

f you can produce the evidence that they have not, I will take 
your word for it, even if I differ with your conclusion, 

Secretary Brannon. You produce the facts that indicate that it 
did do that. 

Senator Tuyr. We must know how much has come in, then we will 
have to see whether, in your opinion, these imports have had any- 
thing to do in softening the Be market. 

Secretary Brannan. All right, sir. I take it from what you are 
saying, Senator, that the imports of Danish hams is what broke 
the markets. 

Senator Ture. No, no; I did not say that. And we can read this 
record back. All I asked was, do you think that the imports of pork 
products would have a tendency to soften this market. And for that 
reason I asked, would you put in the record a positive statement of what 
has been imported. And will you put in the record your best judg- 
ment as to whether these pounds of pork and pork products imported 
have had any tendency or any effect. upon the market to soften or 
strengthen it. 

Secretary Brannan. Waitaminute. That is not the question before 
this committee. 
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Senator Ture. Oh, yes, it is. 

Secretary Brannan. The question is whether the low level of the 
pork price in the market place is the result of the import of foreign 
meat products, or whether there are other factors here. 

Senator Munpr. Is not the question whether the imports are a con- 
tributing factor ? 

Senator Tuyrr. That is my question. 

Secretary BRanNnAN. Let us say right here and now that they may be 
a contributing factor of a very minute degree, but they do not con- 
tribute in any appreciable amount to the problem with which we are 
confronted. 

The Cuarrman. Assuming that the importation does affect the price 
to a minute degree the question will then resolve itself to this: Can you, 
Mr. Secretary, under the existing law do anything to assist in this 
price support as suggested by Senator Thye / Your answer to him 
was that you and your economists have studied the problem for quite 
some time and you cannot solve it, as I understand it, under the exist- 
ing law. Am I right in that? 

Secretary Brannan. That is right. 

The CHairman. Now, the question that you asked Senator Thye is, 
can he make a suggestion as a to do it, period. 

Secretary BRANNAN. That is the story. 

The Cuamman. All right. We are having our economists here 
look into it. We might be able to solve it, Senator, in some other way. 

Senator Ture. Mr. Chairman, it has got to be solved or we are 
going to have a most serious problem on our hands. 

The CuHamman. Yes; I understand that. But the Secretary tells 
us now that he does not know how. He cannot give you the answer. 
He has asked you the question. Maybe you would like to defer that, 
but suppose we let our own economists work on that, and at some 
future time we might call the Secretary again and we might or he 
might be able to shed more light, because of this little discussion we 
have had. 

Senator Ture. It is not my purpose, Mr. Chairman, and I hope the 
record does not reflect it, that I was endeavoring to embarrass the 
Secretary. 

The CHarrman. I understand. 

Senator Ture. I was greatly disturbed when the Secretary said that 
he could not do a thing to help out. And when we know positively 
that we are going to have a decrease in pork products and pork produc- 
tion by 9 percent—and there still can be another step down, because the 
breeding for the fall litters will take place in April and May of this 
y ear—it is serious, Mr. Sec retary. And any man who is feeding hogs 
today knows that. 

Secretary Brannan. I do not like your creating the impression that 
we do not think it is serious. We have worried and studied about it 
for a good long time. We have tried to buy a few hams in the market 
and put them into the school-lunch program, but today’s hog market 
is too far out of line to be affected by buying a few picnic hams and 
putting them into the school-lunch program, as we have done one or 
two times in the past. Weare going to have to have an effective price- 
support mechanism. I do not purport to have the answer to it at all. 
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I just made a recommendation. I think that people who keep insist- 
ing that something be done ought to come forward with a recommen- 
dation as to how you can do it. 

And I have said to you any feasible recommendation you lay be- 
fore the Department of Agriculture we will attempt to put into force 
-— effect. And that is exactly where we have been with all of the 
folks. 

Senator Ture. You have supported the egg market. 

Secretary Brannan. Yes; and look at the difficulties we got into. 
And look at the public abuse that was brought upon the price-support 
paren. Every day’s oe carried stories of the eggs and the possi- 

ility of spoilage and a lot of other things. 

Senator Ture. Have you any powdered eggs now ? 

Secretary Brannan. I do not think that we have any appreciable 
amount. 

Senator Tuyr. You came out of that without too much difficulty ; 
did you not? 

The Cuarrman. The Korean war had something to do with that. 

Secretary Brannan. What do you mean “without difficulty”? We 
came out of it alive, sure, as human beings, but the taxpayers lost 
many, many millions of dollars on the egg program. 

Senator Ture. The fact of the matter, of course, is that with this 
individual who feeds the baby chick and matures the birds, who is in 
»roduction today, every time he buys feed for better than $5 a hun- 
vred, up near $6 a hundred, and so for a dozen eggs, and does not break 
even, you are breaking that person day by day. 

Secretary Brannan. Do not say I am doing it. 

Senator Ture. Day by day you are breaking him. 

Secretary Brannan. Do not say I am ea oa him. You are talk- 
ing about another fellow who will not permit objective discussion of 
methods and means for supporting perishable commodities. 

Senator Munvr. Why would this not be a fair way to approach this, 
since you and the Senator from Minnesota agree that the imports are 
a contributing factor? He thinks rather a major one, and you think a 
minor one. If for 6 months we could get along without those imports, 
then we could determine to what degree they are a contributing factor. 
They may be more major than you think and less major than he 
thinks. it is pretty difficult to define it by economists arguing back 
and forth. We recognize that it isa factor. And if we could thereby 
define our problem at least it might make it easier to work out a sup- 
plemental solution. 

Secretary Brannan. Let me say that, if that is the only suggestion 
for testing how we might help this situation that can be devised, I 
would not have any objection to that. 

Senator Munpr. I do not think it will be enough, but it will define 
the size of the problem. We do not even know just exactly how big 
the problem is. 

Secretary Brannan. How do we dothat? We process an operation 
under section 22; do we not? And there a group of economists come 
along and they sit down and they study the question and they recom- 
mad to the Tariff Commission that it does not have any impact. And, 


if the Tariff Commission finds it does not have any impact, then we 
never get the theoretical test you are looking for here. 
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Senator Munpr. You are assuming a conclusion of the Tariff Com- 
mission before the evidence is placed before it. 

Secretary Brannan. Well, all right. 

Senator Munpr. They might not recommend that. 

Secretary Brannan. I was not assuming that. I was assuming we 
could make a decision here without the aid of economists; that we 
could just arbitrarily slash down the gate today and stop the boats 
that are coming in with pork, because you have got to put it in force 
and effect today to determine whether it will affect today’s market. 

And I imagine that the shortest operation in regard to section 22 
would be 30 to 60 days. I do not know of any shorter time. I am only 
talking about the feasibility and the practicality of the suggestion. 

Senator Munpr. Any solution would take at least 30 to 60 days to 
work out. That it would take that long is not so horrifying. 

Secretary Brannan. But this hog market will probably be entirely 
different in 30 to 60 days. I think almost everybody here recognizes 
that it will be stronger. 

Just as Senator Thye pointed out, this was the low period of milk 
production and marketing. This is the high period of hog production. 

Senator Munpr. You agree with me that in the matter of importa- 
tion of meats there is a psychological factor as well as an economic 
factor which has its impact on-the market ? 

Secretary Brannan. I do not think the consumer of pork chops, or 
the retailer or the wholesaler of pork chops, is the slightest bit psycho- 
logically affected because he knows that 90-cents-to-$1.10-per pound 
Polish hams arrived in New York. I just do not think he is. That is 
a matter of judgment. 

You may be right and I may be wrong. 

Senator Munpr. If he knows there are no more Polish hams coming 
in, it may have a psychological impact; because if some are coming 
in it indicates bigger amounts might come later. 

Secretary Brannan. I do not think he does, because I do not think 
he figures that you can make pork chops into ham. They are not inter- 
changeable. 

Mr. Ture. No. 

Senator Munpr. They are, on the consumer’s table. 

Secretary Brannan. I really doubt that. Not a treated ham. 

Senator Munpr. If Mrs. Brannan decides to cook you a good meal, 
she can cook ham or pork chops. 

Secretary Brannan. She will pay a different price for the pork 
chops than for the ham. 

Senator Munpr. There is no question about that. From the stand- 
point of interchangeability in the diet, they are interchangeable. 

Let me ask a question for information. 

The average price: is that on the farm price or the over-all market 
price or the Chicago price or what price? 

Secretary Brannan. It depends on the commodity. 

Mr. Wetts. These are the average prices ordinarily received by the 
bulk of the farmers in the market in which they ordinarily sell, State 
by State, and for the United States. 

Senator Munpr. By the farmers in the Nation? 

Mr. Wetts. The local market prices, not the central market prices. 

Secretary Brannan. In cotton it would be the farm price. 
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Mr. Weiis. The average prices calculated by States, the farmer 
selling in his local market. 

Senator Munpr. And the last column at the right, the parity price, 
is adjusted to that? 

Mr. Wetts. The same basis. In other words, this is as close as you 
can get to the farmer. 

Senator Munpr. That is what I am trying to get. 

Mr. We ts. It takes into account the major ways in which farmers 
sell. Some commodities they sell partly in the field, some at the 
packing shed, and some at retail. Fou Just average those together. 
But for major commodities it is in well-established local markets at 
prices pretty well in line with central market quotations. 

Senator Munpr. It is your best educated guess as to what the farmer 
himself is receiving in these areas; is that it? 

Mr. Wetis. What he actually receives. In some instances, he pays 
the marketing cost to get it into that local market. 

The Cuarmman. Mr. Secretary, do you desire to proceed ? 

Secretary Brannan. Yes. 

The CHatrmMan. You may proceed. 

Secretary Brannan. Farmers can be proud of their production 
record in 1951, especially in view of the weather and other difficulties. 
I am confident that farm people, with the necessary assistance, will 
again do a successful job in 1952. 

The meeting of production goals for 1952 depends upon several 
factors. In the first place, farmers must have labor and the neces- 
sary facilities such as machinery, fertilizer, insecticides, and seed. 
They must have adequate credit (and that problem is probably more 
serious this year than last in many areas). Production also depends 
upon adequate price supports. And, finally, they face a problem of 
acreage. 

As a matter of fact, farmers simply do not have the crop acreage 
to produce all of everything that might be desirable. They should 
not only give preference to those crops which are most needed but 
there is also the problem of es ag basic soil resources so that the 
farm plant can continue to produce abundantly over the years ahead. 

With respect to credit, farm-mortgage credit has been slowly in- 
creasing for several years now but is still at a moderate level in most 
areas. However, the sharp rise in non-real-estate or short-term farm 
debts is a development of major significance. Farmers’ short-term 
debts January 1 were estimated at $7.4 billion, a rise of 160 percent 
since the end of World War II. Adequate credit is of key importance 
to the production plans of many farmers in 1952. 

With respect to farm labor, average farm wage rates in January of 
this year were about 11 percent above a year ago, and rates for 1952 
as a whole are expected to average higher than in 1951. Loss of farm 
workers both to industry and to the Armed Forces means that fewer 
farm workers are available in many local areas for 1952. On the 
other side, we estimate that total man-hour requirements will be about 
the same as in 1951, assuming a somewhat higher productivity of farm 
workers resulting from continuing mechanization and other improve- 
ments along with average yields per acre above those actually realized 
in 1951. The effective recruitment of year-round and seasonal hired 
farm workers will be essential in many areas. 
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Production of farm machinery and equipment has declined sharply 
in recent months due to limitations imposed by raw-material allot- 
ments under the controlled-materials plan. Fortunately, production 
was at a record level in the first half of 1951. Asa result, farmers are 
not likely to notice the effects of the declining production to any great 
extent until this summer or fall, although supplies of some machinery 
items in the hands of dealers already are substantially smaller than 
in recent years. 

One of the serious problems confronting agriculture is the shortage 
of crawler-type tractors, particularly the heavy models, and of crawler 
tractor repair parts. This situation is not likely to improve in the 
near future unless additional production materials are made available 
to the industry immediately. 

Supplies of most other items needed in production are expected to 
be adequate in relation to the 1952 goals. But galvanized items such 
as woven-wire fencing, barbed wire, and galvanized pipe, roofing and 
siding will be relatively tight, due to a shortage of zine. Production 
of aluminum roofing and siding is restricted to a small fraction of 
1950. Supplies of baling wire and of baling and binder twine are con- 
siderably improved over last year and are expected to be adequate. 

Fertilizer supplies are expected to be fairly tight during 1952. 

Nitrogen ebdadtion may be as much as 6 or 7 percent ‘above 1951. 
Meanwhile, the Defense Production Administration has approved a 
program to expand the facilities for producing nitrogen to an annual 
capacity of 2,930,000 tons by 1955. This would give farmers about 
70 percent more nitrogen for fertilizer than they were able to purchase 
last year. 

The acute shortage of sulfur will force a reduction of about 6 per- 
cent in the production of phosphates, and phosphate supplies are not 
likely to be fully adequate for several years. 

Potash supplies are expected to show an increase of about 5 percent. 

Barring unusual infestations of pests, the over-all supplies of pes- 
ticides should be adequate during 1952, although there may be short- 
ages of some kinds—for example, those containing sulfur, copper, and 
possibly chlorine and benzene. The supplies of grain fumigants are 
also expected to be tight. 

I have already called your attention to the fact that farm costs are 
likely to run somewhat higher this year than last. Altogether, prices 
paid by farmers for goods and services used in production averaged 
about 5 percent higher this January than a year ago and, although a 
few items may cost less, some further increases are probable. 

During the past year prices of feeds have increased about 10 per- 
cent and feed prices will probably continue higher than a year earlier, 
at least until the prospect for 1952 crops is more definite. Most high- 
protein feeds are at ceiling levels and some farmers and feeders are 
finding considerable difficulty in actually getting oilseed cake and 
meal. Altogether, the number of grain-consuming animal units to be 
fed in the year beginning last October 1 was about 2 percent greater 
than a year earlier, while the stocks of feed grains on hand January 1 
were about 10 percent smaller than last year 

Senator Ture. Mr. Chairman and Mr. Secretary, might I ask a 
question about this soybean cake ? 

There seems to be quite a bit of complaint that they are not finding 
the soybean cake in the available market channels. You make in- 
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quiry about it and you learn that the OPS ceiling imposed is not per- 
mitting the processor actually to get his money out, if he buys the 
bean and then processes it, sells the oil on the one hand, and sells the 
cake on the other. There was some complaint. 

It came to me just this last week that the processors are going to 
have to shut down if the OPS regulation stands. 

The Cuarrman. I got the same complaint. 

Senator Ture. I wondered whether you could give us any light on 
that, because I have received word from several processors. They 
tell me that they might shut down because they just cannot operate at 
the present price that the beans are selling for, and the present price 
of oil that is permissible, and the present price of the cake that is 
permissible. 

Secretary Brannan. That is not — right. 

Senator Tuye. Let us get it straight. 

Secretary Brannan. This is an OPS question. The fact is that 
the ceiling price on the meal, plus the low market price for the oil, 
gives a return to the crusher which is less than the beans cost him, 
in some cases. 

Senator Tuy. That is what I am getting at. I am not arguing 
with you on this point. I am just getting to this: That the processor 
tells me that he must shut down because he is not able to operate and 
absorb that loss. 

Secretary Brannan. All right, sir. Let us be completely clear 
that his price of oil is not against the ceiling. It is very low. The 
price of his meal is against the ceiling. It is the price of his oil 
that is causing the trouble. The problem lies in the price of oil. 
And the price of oil is reflected from the large supplies. 

The Cuatmman. The way it has been put to me was that if the price 
of the meal were permitted to go up the least bit, then the industry 
could continue to produce. And even with a low price of oil he 
would crush, but as it is now he simply cannot do it and get his money 
back. 

Senator Tuyer. I wanted to leave the information that has come 
to me: That the processor just simply says that he is compelled to 
shut down. 

Secretary Brannan. But if OPS were to raise the ceiling on the 
meal, then the beef feeder and the user of the meal is up against it 
and he would be right in the door where the satisfied oil processor 
went out. 

Senator Tuyr. Have you examined the over-all question to this ex- 
tent: Is there a danger that there will not be meal available at any 
price? If the processor shuts down, it will not be long until the 
supply of the soybean meal is exhausted. 

Secretary Brannan. No, Senator; I do not think that quite follows. 

Senator Ture. You do not? 

Secretary Brannan. Because there are more processors, more proc- 
essing capacity, let me say, today than the supply of beans would 
demand, not justify, let me say, but demand. Therefore, it does not 
follow that if some processors are shut down that we are going to 
be out of meal. 

I do not want to create the impression that I do not think it hurts 
one processor to be shut down and that anybody should take any con- 
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solation out of that. I am pointing out the sheer facts of the situation. 

Senator Ture. How can one processor operate and another one find 
it impossible to operate ¢ 

Secretary Brannan. Because right now there is going on in the soy- 
bean industry a sort of transition from an old type extractor to a newer 
type extractor. And those with the new type of extractors can operate 
more efficiently. And the more efficient fellow will stay in business, 
and the least efficient fellow will go out of business. 

I do not take any personal comfort in that, let me say quickly. I 
do not think anybody else should. I am again stating a categorical 
fact for you. 

Senator Ture. The Archer Daniels Midland is quite a substantial 
firm, and that is the reason I asked the question. 

Secretary Brannan. I doubt that they will go out of the soybean 
business. 

Senator Ture. You doubt that they will go out of the business 
altogether ¢ 

Secretary Brannan. Ido. And so do you. 

Senator Ture. Well, I would say that they will be in there, if any- 
body is. 

Secretary Brannan. Sure. 

Senator Ture. But if they say that they are operating at a loss then 
what would be the situation of the small processor who would not 
have the capacity nor the modern equipment that you could expect 
the Archer Daniels people to have ¢ 

Secretary Brannan. I have not heard Archer Daniels say that. And 
if they did, I would like to have them show us some accounts. 

Senator Ture. They have raised the question. I do know that 
Senator Capehart and Senator Jenner, representing Indiana—and 
the State of Indiana produces a great amount of soybeans—I found 
that their processor was faced with the same identical trouble and 
problem. 

The only reason I raised the question is that it would be serious two 
ways. If there should be a temporary shutdown and the cake is not 
available, then the feeder would really be up against it, because that 
is a part of his daily ration. If he had to shomte his ration right in 
the midst of finishing out a bunch of feeder cattle it could be quite 
serious to that feeder. That is the reason why I raise the question. 

Secretary Brannan. If we would accept all of the assumptions, 
Senator, of course the feeder is in a bad fix. He is in a bad fix either 
way. If you assume that he is not going to get the meal, and if you 
assume that he has to pay a higher price for the meal, he is in a bad 
fix, too. 

Senator Ture. That is right. 

Secretary Brannan. But I do not think it is reasonable to assume 
at all that all of the crushers are going to shut down. 

Senator Ture. Then you think that the crushers are hollering 
“Wolf,” is that the answer? 

Secretary Brannan. No, no; Iam not. Do not put me in that dif- 
ficult position with the crushers. 

This is an OPS question. I am just trying to cast a few facts on it. 

All I am saying to you is that the problem is whether or not they 
raise the ceiling on the meal, in view of the fact that the oil is so 





36 FARM PRICE SUPPORTS AND PRODUCTION GOALS 


cheap, or, just leave it where it is, which I assume will result in the 
marginal crushers going out of business for the time being, but that 
does not mean that beans are not going to get crushed. 

Senator Ture. You think the beans will be crushed, regardless of 
whether OPS reexamines the ceiling on the soybean meal ? 

Secretary Brannan. That weal be my feeling about it. 

Again, that is a subject which OPS ought to be experting on, and 
not me. 

Senator Tuye. I wondered whether there had been any conferences. 

Secretary Brannan. A good many conferences. 

Senator Tyr. OPS is an emergency agency, and you are the Sec- 
retary of Agriculture with all of the facilities of operation at your 
command. I wondered whether OPS had conferred with you on the 
question. 

Secretary BRANNAN. They have at great length. 

Senator Ture. They have? 

Secretary Brannan. Yes. 

Senator Toye. And have you given them any of the advice that 
they would need? 

Secretary Brannan. It is our function in working with OPS to 
give them the information that they need. It is theirs to draw the 
conclusions. 

The Cuarrman. Mr. Secretary, is there not something else, though ? 
Do you not favor seeing the farmer obtain a fair return for his com- 
modity, such as soybeans, which is the subject under discussion ? 

Secretary Brannan. There is a price su my on soybeans. The 
producer is not involved in this discussion. The beans are supported 
to him. 

And it is the support price for the beans which has the crusher at 
the beginning end of this operation. And the ceiling price on meal, 
plus the low market price on oil, which squeezes him at the other. He 
operates between those two margins, you see. 

The producer is out of this deal entirely; that is, the producer of 
soybeans is out of the deal. 

The producer of beef is very much in the deal, from the standpoint 
of the possibility of an increase in the price of soybean meal. 

The CuatmrMan. But in any event, I am sure it is your view that the 
farmer would probably produce more soybeans if the prices were 
permitted to go up in value? 

Secretary Brannan. Yes, but you see the thing that is really the 
factor in the oil price is the availability of cottonseed oil, the large 
availability of lard, and some of the other edible fats. 

The CuarrMan. But the farmer seems to be in the middle. Take, 
for instance, the potato producer. Last year we had support prices. 
Everybody was raising cain because there were extreme losses. Today 
there is a big shortage. And your price ceilings are being applied 
which works against the producer of potatoes. He seems to get it 
going and coming. 

Secretary Brannan. And in the case of potatoes the American con- 
sumer of potatoes will pay more. 

The Cuatrman. Exactly; more than the losses sustained by the 
Government. 
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Secretary Brannan. He will pay more this year than he paid at 
retail plus the losses sustained by the Government in the last year we 
operated. 

Senator Ture. That is what I am afraid is going to happen on 
eggs, Mr. Secretary. I am afraid that history will repeat itself right 
in that market. 

Senator Youne. The potato program that we carried for 3 or 4 
years got so expensive that Congress itself prohibited you from sup- 
porting that particular commodity. And we could get into that same 
position with other commodities, unless we come up with a little differ- 
ent program. I agree with you that our present program is not ade- 
quate to take care of the situation. 

The Cuatmrman. Certainly, in the long run I believe that it costs 
the consumer. You take, for instance, the case of cotton. If no incen- 
tive is allowed, cotton will, no doubt, be short. And if it is short, in- 
stead of cotton selling at a fixed price, say of 40 cents, it would hit the 
ceiling without a question. And if it does, the cost to the consumer 
will be much greater than if something were done now to more or less 
hold the cotton price in line, so that a sufficient amount can be produced 
to meet the demand. Is that true? 

Secretary Brannan. That is right. 

The Cnarrman. All right, Mr. Secretary, I am glad we are in 
agreement on something. 

You may proceed. 

Secretary Brannan. I am sure you are also aware that livestock- 
feed ratios generally are not as favorable as they were a year ago, 
especially for hogs. It is because of this relatively tight feed situation 
this year that the Department is asking farmers to increase their corn 
acreage, if possible, to 89 million acres as compared with 83,866,000 
acres planted in 1951. 

We believe that farmers will have more difficulty in reaching this 
corn acreage goal than any other which has been established. But the 
fact remains that we need to increase feed supplies in order to assure 
adequate and continuing supplies not only of meat but also of dairy 
and poultry products. Farmers have also been asked to plant another 
large wheat acreage for harvest in 1952, altogether nearly 77 million 
acres as compared with 78 million acres planted for harvest in 1951. 
Preliminary indications are that the acreage planted will meet the 
wheat acreage goal. The Crop Reporting Board’s December 1 esti- 
mate of winter wheat acreage seeded indicated a slight increase over 
1951 in the seedings for 1952—56,257,000 acres as compared with 
55,802,000, 

The goals again call for 28 million acres of cotton in cultivation 
as of July 1, or the same acreage which farmers had in 1951. Since 
there is considerable discussion with respect to this cotton goal and 
the cotton situation, I should like to explain our reasons for this goal 
in some detail. 

The indicated supply of cotton for the present marketing year be- 
ginning August 1, 1951, is about 17,600,000 running bales. This supply 
consists of a carry-over of 2,276,000 bales, a 1951 crop (according to 
the December estimate) of 15,212,000 bales and estimated imports of 
about 200,000 bales of special cottons. 
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The requirements for the current marketing year are estimated at 
between 15,300,000 and 15,500,000 bales—about 9,500,000 bales for 
domestic consumption and about 6,000,000 bales for export. Accord- 
ing to these estimates of supplies and requirements, the carry-over 
of cotton on August 1, 1952, might well be as low as 2,200,000 bales, 
or not greatly different from the 1951 carry-over, which was the 
smallest since 1924. 

Current analysis of the major factors affecting the domestic demand 
indicate that United States consumption in 1952-53 should require 
about 10 million bales; certainly it does not seem that we should plan 
on less than this, Available information on the foreign situation 

ints toward exports during 1952-53 of apieamiimasnty 5,500,000 

ales. This means current indications are that cotton requirements 
will run about 15,500,000 bales for 1952-53. 

Since stocks of cotton on August 1, 1952, are expected to be at a 
very low level, all of the cotton for meeting the 1952-53 requirements 
must be produced in 1952. A crop of at least 15,300,000 bales, sup- 
plemented by the usual imports of about 200,000 bales, will be needed 
simply to meet expected requirements, assuming the defense program 
goes derwenia as now scheduled. 

Senator Youne. Would not your supply situation in cotton be far 
worse than it is now if the sliding scale had gone into effect when we 
had a surplus of cotton 2 or 3 years ago and the support level dropped 
to, say, 80 percent of parity ? 

Secretary Brannan. I think it would. 

Senator Youne. La gnemen it would have been worse. 

Secretary Brannan. Some of the marginal people would have had 
to yo out of business. 

The Cuarrman. It would have no doubt discouraged people. 

Senator Youne. Yes. 

The Cuamman. You may proceed. 

Secretary Brannan. But in view of the unsettled world conditions, 
there is a need for some reserve allowance to offset the possibility of 
below-average yields, to meet possible emergency defense needs, or to 
increase stocks of cotton to more desirable levels than the carry-over 
this last August 1 or the expected gh fhe next August 1. On the 
basis of these estimates, a cotton crop of 16 million bales in 1952 would 
be sufficient to meet estimated domestic and export requirements and 
perhaps increase year-end stocks to about 2,900,000 bales as of August 
1, 1953. 

As I have already indicated, the 1952 cotton goal reflects the con- 
tinuing need for large cotton crops during the defense period in order 
to supply civilian demands, to meet defense requirements, and to fill 
export demands of friendly foreign countries. If farmers cannot 

roduce cotton in quantities sufficient to supply these domestic and 
oreign demands, we will again be forced to limit exports to the 
amounts we can spare or be faced with insufficient supplies for our 
own civilian and defense needs. 

Overly tight supplies of cotton not only distort price-quality re- 
lationships and reduce exports, but also accelerate production of 
synthetic fibers both at home and abroad. These losses of cotton 
markets, particularly to synthetics, are extremely difficult to regain. 
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Ample but not burdensome supplies of cotton products are needed to 
protect cotton’s long-range interest. 

The price-support level for the 1952 crop upland cotton has been 
announced at 90 percent of the parity price of cotton as of August 
1, 1952. This support program will be implemented by CCC loans, 
with the loan rate for Middling seven-eighths-inch cotton averaging 
not less than 30.91 cents per pound. In the event parity for cotton 
is higher on August 1, 1952, than it was in January, the loan rate will 
be increased accordingly. Similar support-price programs at 90 per- 
cent of parity have been announced for certain other basic commodi- 
ties—corn, wheat, and rice—and for dairy products and wool as well. 

The question has been raised as to whether the support price for 
cotton should be raised above the 90-percent level. We do not be- 
lieve this would be a desirable move. Farmers did plant some 28 
million acres of cotton last season with a 90-percent support. There 
is need for other crops as well as cotton, and some of the other crops 
compete for the same acreage. Putting the support price for any one 
of the major crops above or out of line with the 90-percent level will 
distort current relationships and raise a similar question for each of 
the other major crops, as well as some classes of livestock. 

There is concern in some quarters that the 1952 cotton crop could 
or might exceed 16 million bales. On the basis of such indications 
as are currently available to us, chiefly from State committeemen, it 
is doubtful that farmers will exceed the acreage goal in any appreciable 
degree. We should also realize that the production of 16 million bales 
on 28 million acres will require something better than average or 
normal growing and harvesting conditions. The assumed goal yield 
of 280 pounds per planted acre is higher yield than the average for 
any consecutive 5-year period in recent history. 

Even if cotton yields should turn out to be unusually favorable in 
1952, there is no necessary reason why this should allowed to 
penalize cotton farmers, especially in view of our experience during 
the early months of the 1951 marketing season. 

You will recall that cotton prices during the first month or two of 
the 1951 marketing season were running at only 34 or 35 cents a pound, 
with 34.10 cents a pound for middling 154,-inch cotton in the 10 spot 
markets on September 5. It seemed to us in the Department, ona I 
think to most Members of Congress acquainted with the cotton situa- 
tion, that the opening prices for cotton were too low, even assuming 
that the yields and production estimated at that time had been 
realized. 

A belt-wide campaign was undertaken with emphasis on orderly 
marketing. Through distribution of printed material, radio broad- 
casts, and meetings at regional, State, and local levels, producers were 
encouraged to consider the advantages of the CCC loan program. 
As a result, a sizable proportion of the crop was withheld from the 
market by producers. Cotton prices advanced some 5 cents or bet- 
ter from the low point, or to 39.57 cents per pound—basis of middling 
154,-inch spot cotton—on November 7, the day before the November 
crop report indicated production might fall under rather than over 
the 16-million-bale level. 

Southern banks and other local agencies cooperated with the Depart- 
ment in the orderly marketing program last fall. The Export-Im- 
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port Bank asked for and obtained authority to reinstitute the cotton 
export revolving fund as a measure for facilitating foreign purchase. 
Other measures included encouragement to our foreign cotton cus- 
tomers to procure their cotton needs early in the season. Officials of 
the Economic Cooperation Administration were requested to issue 
procurement authorizations for cotton during the harvesting season. 
The Defense Establishment also was requested to issue procurement 
contracts insofar as practicable during the harvesting season. 

Similar measures could again be used in 1952 in the event producers 
were faced with cotton price declines as a result of unusually favorable 
yields. We believe it to be in the national interest that cotton prices 
be maintained at levels fair to both producers and consumers in order 
that adequate supplies may be provided without jeopardizing long- 
term interests of cotton growers on the one side or possibly contribut- 
ing to further inflationary conditions on the other. 

The Cuamman. Mr. Secretary, do you not believe that what really 
‘aused the cotton price to rise as much as it did in November was due 
primarily to the announcement that was made that instead of produc- 
ing the 16-million-bale goal that it really went below that goal? In 
other words, suppose the amount of your first estimate had been 
reached, what do you think would have become of the price of cotton ? 

Secretary Brannan. Well, Senator, if farmers had withheld cot- 
ton from the market as effectively as they did last year, operating on 
this larger supply, the impact might not have been too serious, 
although I think it is very reasonable to assume—— 

The Cuairman. Prices would have been much lower. 

Secretary Brannan. The other could have happened; yes, sir. 

I would like to say that Mr. Wells has Hessen this specific situa- 
tion with at least two committees so far. I would like to engage him 
in the conversation as we pursue this. ‘ 

The Cuarrman. As I said, what bothers me, as well as many peo- 
ple in the Cotton Belt—and when I speak of the Cotton Belt I do not 
want to relegate this only to cotton but to apply the same argument 
to other crops—what the farmers fear is overproduction, that large 
amount that is going to be dangling over the market and thereby de- 
pressing it. I have no doubt in my mind but that, if the original 
estimate had been reached last year in cotton, why, you might not have 
obtained parity price for it. 

Am I right, Mr. Wells? 

Mr. We.ts. Well, I do not know. My own feeling was that cotton 
started at too low a price relative to the August and September esti- 
mates, and that it was strengthened materially before the crop started 
deteriorating. 

It strengthened several cents. 

The Cuarmman. But when it reached the amount that the Secre- 
tary has just referred to of 39 cents, or whatever it was—— 

Mr. Weis. That was the day before the November estimate which 
completely upset everybody. 

The Cuarreman. That is right. 

Mr. Weuts. After that it went up another 3 or 4 cents, and then it 
came back down again. The August and September estimates were 
almost the same, 17 million bales plus. The October estimate indi- 
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rated a 360,000-bale drop. And cotton prices were going up during 
that period. 

I will agree with you perfectly that had it not been for the Novem- 
ber estimate these farmers would not have gotten for their cotton what 
they are now getting ; that is quite true; but whether cotton would have 
stayed at the loan level, I do not know. My own feeling is that it 
should have been something better than that. 

The Cuatrman. I do hope you smart men in the Department will 
keep your heads together and try to help us in working this out some- 
way, If you can, either with the law as you now have it or some sugges- 
tions that we could put in legislative form to assure the farmer that, 
if the Lord should be good to him and make him produce a good deal 
more than we anticipate, something will be done to handle the surplus 
so that prices will, at least, remain constant and that overproduction 
will not mean bankruptcy to him. 

Mr. Weis. Certainly, Mr. Chairman, if the farmers get an unusu- 
ally favorable yield of cotton this fall, they could be in a very poor 
bargaining position. And they will have the same thing they have 
had ever since I was big enough to walk, in these kinds of situations. 

The Cuarrman. All right, Mr. Secretary. 

Secretary Brannan. I want to emphasize that we are not asking 
all farmers to increase crop acreages by any arbitrary percentage. 
We are asking farmers to appraise their own conditions, farm by farm. 
The national and area increases which the goals call for are needed 
to fill requirements. Substantially greater increases, especially of 
feed grains, would be needed to build reserves to safe levels. 

I believe that farmers will meet or come very close to meeting the 
acreage and production goals for 1952. But if farmers are going to 
produce the supplies which are so urgently needed during the defense 
period, they must have assistance. This assistance calls for actions 
on our part to see that they have ample credit; adequate supplies of 
fertilizer, pesticides, farm machinery, and other facilities; and sup- 
port prices which protect them against unwarranted price declines. 
They also must have assistance in “maintaining the fertility and con- 
dition of their soils. i 

The Cuatrman. And also labor, do not forget that. 

Secretary Brannan. Yes. 

We are asking for a high acreage of soil-depleting crops generally. 
Such acreages mean a heavy drain on soil fertility and tend to in- 
crease the serious erosion hazards in many areas. In this connection, 
Iam glad to say that the President’s budget which is now before the 
Congress would authorize $256,500,000 for agricultural conservation 
payments during the coming year as well as reasonable additional 
sums for servicing new soil-conservation districts which are being 
organized. In talking about production goals and the need for seeing 
that farmers have the means for meeting them, we must not forget 
this need for continuing attention to conservation. 

The Cuatrman. I notice you have a few tables at the end of your 
prepared statement, Mr. Secretary. They will be put in the record 
in connection with your statement. 

Secretary Brannan. Thank you, sir. 
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(The tables referred to are as follows:) 





United States 1952 acreage goals with comparisons . 


















































Planted acreage Percent 
Crp “<0 
1950! 1951! 1952 goals | 1951 
Intertilled Thousands | Thousands | Thousands | Percent : 
Ve SEPERATE TESS OY I OS 82, 858 83, 866 89, 000 106 j 
16, 050 15, 113 15, 200 101 : 
10, 335 8, 449 10, 000 118 | 
13, 814 13, 211 13, 000 98 i 
2, 264 1, 990 +1, 956 98 
0 84 4200 238 ; 
18, 629 27, 997 28, 000 100 
1, 600 ; 782 41,832 103 
334 305 4310 102 
1,014 759 + 900 119 
1,712 1,379 1,475 107 : 
502 316 472 149 
1, 656 1, 523 1,620 106 
256 323 250 77 
1,820 1, 663 51,750 105 
1, 623 1, 880 #1, 850 98 
1,391 1,415 41,415 100 
ste Ri 145, 523 153, 606 159, 230 104 
45, 464 41,504 41, 600 100 
13, 100 10, 840 12, 865 119 
71, 287 78,059 | 176,917 99 
1, 730 1,718 1, 828 106 
4,274 4,114 4, 000 97 
1, 632 1, 981 #1,950 
291 4220 100 
Total close-sown........................---.------- 137,778 | 138,526 | 139,380 101 ] 
Tame hay, all ?.........------------------n----o00-0 59,308 | 59,945 | 60, 000 100 ; 
SUPER LES OCF SO RES PPT 17, 970 18,969} 420, 500 108 ; 
Wild hay i iL. Fen And Aa ME ver el - inca 14, 942 14,663 | 414, 500 
re OR IM Ree a 357,551 | * 366, 740 373, 110 102 
1 BAE records and reports. 
? Harvested. } 
3 Excluded from totals. t 


4 Nongoal crops. 

5 Includes an assumed acreage for some vegetables for which no goals will be set. Separate announce- 
ments have been nade of vegetable goals by t q 

h. Includes planted acreage for popcorn and broomcorn; harvested acreage for velvet beans and cowpeas 


’ or te vised acreage based on planted acreage of winter wheat and revised goals in 6 States producing spring 
wh 
8 includes Missouri, South Carolina, Arizona, and Florida, for which BAE makes no estimates. 
Py ae to 2 million acres double-cropped above normal practice, resulting largely from abandonment 
of winter wheat. 
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United States 1952 production goals with comparisons 











Production Percent 

Crop Unit 1952 goal 

1950! | 1951! | 1952goals | #8 of 1951 

Intertilled 
Se  ecadenitticidinemniieniaiinmans Million bushels... ...-.- 3, 058 2, 041 3, 375 115 
nn od caonucunedimbead A eee 23 159 205 129 
TEA IEE: "RAN aa 3 299 21 276 gs 
EAE ...-| Million running bales. -- 9.9 15.2 16.0 105 
testa inienacnieiwdiaiod Million bushels. - ..---- 430 326 350 107 
Sweetpotatoes..................-. LSS 50 23 46 164 
Dry edible beans (cleaned) _.....| Million 100-pound bags 15 16 16 100 
Truck crops: 
Fresh market (25)........_.- Thousand tons........_. 9, 073 8, 572 28, 800 103 
| _ SR er Pee Picaa 5, 303 7, 506 2 6, 383 85 
Close-sown 
SEE SE Million bushels. - ._--.- 1, 410 1, 316 1, 307 99 
OER er RE LE IT 304 255 290 114 
RE RES Gil ialinhaiadianinaduiin 1,019 UST 1, 165 118 
lnctidddedmbbdbbinibanatiredaitianaiad Rita Dinc wat lnindid 21 21 22 | 105 
EET ee ERA 40 34 38 112 
es _—-_s$:’ A SSE Million 100-pound bags. 39 44 42 95 
ay: 

es TE ae ee Million tons...........- 102 108 105 97 
Ee RES PE EERE SONR FF 90 96 93 97 




















1 BAE Annual Summary, December 1951. 
2 Includes an assumed production for some vegetables for which no goals will be set. Separate announce- 
ments have been made of vegetable goals by types. 

Senator Youne. It was a very good statement. 

The Carman. Mr. Secretary, I want to compliment you on the 
statement and hope that you will keep on trying to help us solve the 
problem. 

Secretary Brannan. We certainly will, Mr. Chairman. 

The CuarrMan. It is my hope that you will keep abreast of the situ- 
ation and report any changes back to us; that isthe committee. I wish 
you would indicate to us if, in the course of any survey that you make, 
where you notice that the goals in any of these basic crops are not 
reached and you feel that something ought to be done legislatively, 
that you will let us know. 

Secretary Brannan. All right. 

The Carman. Or, if you do not think that is necessary, then I 
hope and pray that you use the power that you now have to the end 
that we will have sufficient production of all of our basic crops during 
this emergency. 

Secretary Brannan. Yes, sir. 

The Cuarmman. If there is nothing else, we thank you very much, 
Mr. Secretary. 

The committee will stand in recess subject to the call of the Chair. 

Ne pea we, at 4:30 p. m., the committee recessed subject to the 
call of the Chair.) 
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WEDNESDAY, APRIL 16, 1952 


Untrep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE 
ON AGRICULTURE AND Forestry, 
Washington, D.C. 

The subcommittee met at 10 a. m. in room 324, Senate Office 
Building, Washington, D. C., Senator Allen J. Ellender, Sr. (chair- 
man of the full committee) presiding. 

Present: Senators Ellender (presiding), Anderson, Humphrey, 
Aiken, Young, and Kem. 

The CuatrMan. The committee will be in order. 

Some time ago, at the request of the committee, I selected the 
subcommittee of this committee composed of myself as chairman, 
Senators Anderson, Humphrey, Aiken, and Young in order to hold 
hearings on S. 450, introduced by Senator Young ‘and similar to the 
so-called Steagall amendment, which terminated December 31, 1948. 

It provides price support at not less than 90 percent of parity for 
nonbasie agricultural commodities for which expanded production is 
requested, such support to continue until 2 years after the present 
emergency. 

A second bill, S. 2115, introduced by Senators Young and Russell 
and referred to the subcommittee, makes permanent the requirement 
that the parity price for a basic commodity shall be the higher of 
the parity prices computed under the old or new parity formulas. 
Otherwise, this requirement would expire on December 31, 1953. 

A third bill by Senator Kerr, S. 2996, referred to the subcommittee, 
would require support at 100 percent of parity for the basic commodi- 
ties, and for wool, hogs, eggs, farm #$ sate) beef cattle, whole milk, 
butterfat, soybeans, flaxseed, and dry edible beans. It would also 
require support for grain sorghums, barley, oats, and rye at levels 
equivalent to 100 percent of the parity price for corn, on the basis of 
comparative feeding values. Parity prices for the basic commodities, 
grain sorghums, bar rley, oats, and rye would be computed according to 
the old or new formula, whichever produced the higher result. 

I would like to place in the record at this time copies of these bills, 
S. 450, 2115, and 2996. 

(S. 450, S. 2115, and S. 2996 are as follows :) 

[S. 450, 82d Cong., Ist sess.] 
A BILL To encourage expanded production of needed agricultural commodities 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That title III of the Agricultural Act of 1949 
(7 U.S. C. secs. 1447-1449) is amended by inserting at the end thereof the follow- 
ing new section: 
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“Sec. 304. Whenever during the emergency proclaimed by the President on 
December 16, 1950, the Secretary finds it necessary to encourage the expansion of 
production of any nonbasic agricultural commodity not designated in title II, he 
shall make public announcement thereof, and until the expiration of the two-year 
period beginning with the 1st day of January immediately following the date upon 
which the President by proclamation or the Congress by concurrent resolution de- 
clares that such emergency has terminated, the Secretary shall, through loans, 
purchases, and other operations, make price support available to producers of 
such commodity at not less than 90 per centum of the parity price therefor.” 





{S. 2115, 82d Cong., 1st sess.] 
A BILL To continue the existing method of puting parity prices for basic agricultural 
commodities 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 301 (a) (1) (G) of the Agricul- 
tural Adjustment Act of 1938 is amended to read as follows: 

“(G) Notwithstanding the foregoing provisions of this section, the parity price 
for any basic agricultural commodity, as of any date, shall not be less than its 
parity price computed in the manner used prior to the enactment of the Agri- 
cultural Act of 1949.” 


[S. 2996, 82d Cong., 2d sess.] 
A BILL To amend the Agricultural Act of 1949, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 101 of the Agricultural Act of 
1949 is amended— 

(a) By deleting from the first sentence thereof the language “at a level not 
in excess of 90 per centum of the parity price of the commodity nor less than the 
level provided in subsections (a), (b), and (c) as follows” and substituting there- 
for the language “at 100 per centum of the parity price therefor.” 

(b) By deleting subsections (a), (b), and (c) and paragraph (1) and (2) of 
subsection (d); redesignating subsection (d) as subsection (a) and paragraphs 
(3), (4), and (5) of such subsection as paragraphs (1), (2), and (3); and re- 
designating subsection (e) as subsection (b). 

Sec. 2. Title II of the Agricultural Act of 1949 is amended by adding a new 
section at the end thereof as follows: 

“Sec. 202. Notwithstanding any other provision of law, the Secretary is au- 
thorized and directed to make available through loans, purchases, or other 
operations under existing law, price support to producers as follows: 

“(a) The price of wool, hogs, eggs, farm chickens, beef cattle, whole milk, 
and butterfat, respectively, shall be supported at 100 per centum of the parity 
price therefor, beginning with the marketing year or season commencing in 1953, 
or such earlier date as the Secretary may determine. 

“(b) The price of soybeans, flaxseed, and dry edible beans, respectively, shall 
be supported at 100 per centum of the parity price therefor, beginning with the 
1952 crop. 

“(c) The price of grain sorghums, barley, oats, and rye, respectively, shall 
be supported at a level which is equivalent to 100 per centum of the parity price 
for corn on the basis of comparative feeding value, beginning with the 1952 
crop.” 

Sec. 3. The provisions of this Act shall not affect the authority of the Secre- 
tary of Agriculture, under section 402 of the Agricultural Act of 1949, to make 
price support available at higher levels. 

Sec. 4. Section 301 (a) (1) (G) of the Agricultural Adjustment Act of 1938, 
as amended, is further amended to read as follows: 

“(G) Notwithstanding the foregoing provisions of this section, the parity 
price for any basie agricultural commodity and for any of the commodities, 
grain sorghums, barley, oats and rye, shall not be less than its parity price 
peyeoe Me the manner used prior to the enactment of the Agricultural 
Act of 1949.” 
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The Carman. I would also like to insert in the record at this 
int a letter from Senator Karl E. Mundt, addressed to me and 
ated April 14, 1952, in which he states: 


As you know, South Dakota was one of the States most hard hit by the flood 
waters which cascaded down the Missouri River Valley and although the crest 
has now passed out of South Dakota, much of our State is still inundated. 

A group of Senators and Representatives has been formed to fly out to the 
Missouri River Valley to view at firsthand the disaster areas. Naturally, I 
feel that it is very important that I participate in this mission. 

I fully realize the importance of the hearings on S. 2115 and 8. 450 which are 
to begin before our committee on April 16 and it is with consequent regret that 
I must absent myself from those hearings until the return of the inspection 
group late Wednesday night or Thursday morning. 

I would therefore appreciate it if you would advise the committee member- 
ship and those present for the hearings of the reasons for my absence at the 
time the hearings are commenced and if you would read this letter into the 
hearings at your opening session. 

With best wishes, I am, 

Cordially yours, 
Kart E. MunpT, 
United States Senator. 


I wish to place in the record at this point a statement addressed to 
me as chairman and members of the Senate Agriculture Committee 
dated April 10, 1952, from the Rice Millers’ Association by William 
M. Reid, together with attachments and data. 

I also want to offer at this point reports from the Department of 
Agriculture on 8. 450, dated November 5, 1951, and on S. 2115, dated 
February 13, 1952, and also a résumé made by our specialist here, Dr. 
Wilcox, under date of January 14, 1952 of Senate bill 2115. 

(The documents referred to follow :) 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., November 5, 1951. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 


Deak SENATOR: This is in reply to your request of January 18 for a report on 
S. 450, a bill to encourage expanded production of needed agricultural com- 
modities. This bill would amend title III of the Agricultural Act of 1949 which 
specifies the levels and methods of support for agricultural commodities which 
are neither basic commodities nor designated nonbasic commodities. 

Under S. 450, whenever the Secretary of Agriculture determines that it is nec- 
essary to encourage the expansion of production of any nonbasic agricultural 
commodity not designated in title II, and makes a public announcement to this 
effect, the Secretary would be required to support the price of such commodity at 
not less than 90 percent of parity for a 2-year period following the end of 
the emergency. The methods of support authorized under the proposed bill are 
the same as the methods currently authorized for other commodities under title 
III, namely, by loans, purchases, and other operations. Since this legislation 
covers only commodities subject to title III of the Agricultural Act of 1949, it 
would not be applicable to either (a) the six basic commodities (corn, wheat, 
cotton, rice, peanuts, and tobacco) which are covered by title I, or (b) wool 
(including mohair), tung nuts, honey, Irish potatoes, milk, and butterfat which 
are covered by title II of the Agricultural Act of 1950. 

The proposed bill is quite similar in many respects to section 4 of the act of 
July 1, 1941, the so-called Steagall amendment, passed by the Congress early 
in World War II. Under the Steagall amendment, the Secretary of Agriculture 
was required to support for a 2-year period following the end of hostilities 
prices of nonbasic agricultural commodities for which the Secretary had, by 
formai announcement, requested a production increase. Initially, the Steagall 
amendment required such commodities to be supported at not less than 85 percent 
of the parity or comparable price. Under the act of October 2, 1942, however, 
this minimum level was increased to 90 percent of the parity or comparable 
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price. The Stabilization Act of 1942 increased the level of support for the basic 
commodities to 90 percent of parity (later increased to 924% percent of parity, 
in the case of cotton). Initially, the period of support in the postwar period 
was supposed to terminate 2 years after the end of hostilities. However, under 
title I of the Agricultural Act of 1948, support of Steagall commodities was made 
mandatory for an additional year until December 31, 1949, at not less than 60 
percent of the parity or comparable price, nor more than the level of support 
in 1948 for the commodity ; except that Irish potatoes harvested before January 1, 
1949, milk and its products, hogs, chickens, and eggs were required to be sup- 
ported at 90 percent of parity. 

During the period the Steagall amendment was in effect, the following com- 
modities were designated as Steagall commodities: Hogs, eggs, chickens (exclud- 
ing chickens weighing less than 3 pounds live weight and all broilers), turkeys, 
milk and butterfat, dry peas of certain varieties, certain varieties of dry edible 
beans, soybeans for oil, peanuts for oil, flaxseed for oil, American-Egyptian 
cotton, Lrish potatoes, and sweetpotatoes. 

The proposed bill would require price support for certain nonbasic commodities 
for which an increase in production was called for throughout an indefinite period 
in the future at not less than 90 percent of parity. The basic commodities 
and the nonbasies designated in title II of the Agricultural Act of 1949 would 
not be given this assurance. 

The Department concurs in the over-all objective of the bill which is to give 
price protection in the postemergency readjustment period to producers who 
increase production at the request of the Government in order to meet emergency 
requirements. The guaranty of such price protection in World War II, in our 
opinion, was one of the most important factors enabling American farmers to 
increase food’ production to record levels in a short period of time. 

We suggest, however, that a careful study of alternate ways of achieving this 
over-all objective be made before action is taken on S. 450, or similar bills. 

Our suggestion that such a study be made stems solely from a desire to avoid 
engaging in extremely costly price-support programs, such as those on potatoes, 
which the Department was required to undertake as part of the readjustment of 
agriculture following World War II. Experience in the 17 years the 
Commodity Credit Corporation has been in operation has proved that price 
support is essential to our over-all national economy. It is important, therefore, 
that we not permit legitimate criticism of one or two very expensive operations 
to reach a point where it endangers continuation of the price-support program 
as a whole, 

The approach to the problem of increased production during the emergency 
by means of price support, as would be provided by S. 450, unquestionably has 
a number of advantages. Most important, farmers would know that they 
would receive at least the highest level of permissive support under the Agri- 
cultural Act of 1949; that is, 90 percent of parity for 2 years after the end of the 
emergency. With this assurance, farmers would be more likely to do all they 
could to increase production. Experience shows that a guaranteed level of 90 
percent of parity is very effective in bringing about desired production. 

There are, however, certain basic disadvantages to producers in this approach, 
some of which will materialize immediately and others which are likely to occur 
over a longer period of time. The most immediate disadvantage is that the 
Government might be reluctant to encourage the increased production of needed 
perishable commodities because of the lack of an effective and economical method 
of extending price support for such commodities. Likewise, it might be reluctant 
to encourage the increased production of the nonbasic commodities if an effective 
method for adjusting production in the postemergency period were lacking, be- 
cause of possible cost and disposition problems during the postemergency period, 
An important long-time disadvantage is that even though a farmer may receive 
immediate price protection for the limited emergency and postemergency period, 
he runs the risk of losing price protection by means of price-support programs 
in peacetime years, in the event substantial losses or disposition problems occur 
in the readjustment period. 

Other approaches to the problem, likewise, have their advantages and dis- 
advantages, so it is a question of determining which method has the greatest net 
advantage. Regardless of which approach is used, however, it is important that 
the Secretary of Agriculture be given the proper tools with which to do the job. 
One alternative approach would be to give the Secretary of Agriculture discretion 
on such matters as the period in which support is provided in the postemergency 
period. This method would help make it possible for the emergency price-support 
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program to be tailored to fit individual commodities just as such programs are 
tailored to fit individual commodities in peacetime. 

At the time your committee decides to give further consideration to S. 450, 
the Department will be glad to discuss in detail with you the problems and 
possible solutions involved in connection with the use of price-support pro- 
grams as a means of expanding production during emergency periods. 

The Bureau of the Budget advises that, from the standpoint of the program 
of the President, there is no objection to the submission of this report. 

Sincerely yours, 
CHARLES F. BRANNAN, Secretary. 


DEPARTMENT OF AGRICULTURE, 
Washington 25, February 13, 1952. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committce on Agriculture and Forestry, 
United States Senate. 

Dear SENATOR: This is in reply to your request of September 13 for a report on 
S. 2115, a bill “to continue the existing method of computing parity prices for 
basic agricultural commodities.” 

The proposed bill would amend section 301 (a) (1) (G) of the Agricultural Ad- 
justment Act of 1938, as amended, relating to the parity price to be used for the 
six basic-commodities—cotton, wheat, corn, rice, tobacco, and peanuts. Section 
301 now requires that during the 4-year period beginning January 1, 1950, the 
parity price used for any basic commodity shall not be less than the parity price 
computed in the manner used prior to the enactment of the Agricultural Act of 
1949, even though a new or modernized method of computing parity price was 
authorized by the Agricultural Act of 1949, effective January 1, 1950. The pro- 
posed bill would change this requirement from one limited to 4 years to a per- 
manent requirement. 

The effect of S. 2115 would be to make permanent the requirement that the 
parity price for a basic commodity shall be the new parity or the old parity, 
whichever is higher. However, it would not affect parity prices for basic com- 
modities until January 1, 1954, because present legislation requires the use of 
the higher of new or old parity through that date. 

In the absence of the proposed bill, beginning in January 1954 the parity price 
for all basic commodities would be computed on the basis of the new method 
which has been used since January 1950 for most commodities. The change-over 
at that time from the use of the old or new parity price, whichever is higher, to 
a new parity price basis probably would affect only four of the six basic com- 
modities—wheat, peanuts, cotton, and corn. Currently, parity prices for both 
rice and tobacco are computed on the basis of new parity since the new parity 
is higher than the old parity. Parity prices for the six basic commodities at the 
start of the marketing season in 1950 and 1951—the two years in which the 
present section 301 has been in operation—are shown in the enclosed table. This 
table indicates for each basic commodity the old and new parity price and the 
effective parity price, that is, the higher of the old or new parity. 

The current temporary provision, which the proposed bill would make per- 
manent, has resulted in criticism of the parity-price concept. This criticism has 
been based largely on the contention that the use of the higher of two parity 
standards defeats the purpose of parity price, and parity becomes a means of 
influencing the level of price support rather than a standard used to measure 
the degree to which farm prices are in line with what Congress has defined as a 
fair goal or objective. This criticism is of concern to the Department because it 
has had repercussions on the price-support programs. 

Under these circumstances, the Department is of the opinion that legislation 
which prohibits a change-over to the new method of computing parity, other than 
legislation aimed at providing a transition from the old to the new method in a 
manner which will minimize the effects of the change-over on producers, has 
more disadvantages than it has advantages looking at the legislation from the 
standpoint of the entire agricultural program. The proposed bill would not per- 
mit such a change-over, since it would require the use of the old parity indefinitely 
in those cases where old parity is above new parity. While the nonbasic com- 
modities will all be based upon the modernized parity basis within a relatively 
short time, the present bill would require the Department to compute the old and 
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new parity prices for the six basic commodities for an indefinite period and to al- 
ways use the higher of the old or new parity. 

If it is the desire of Congress that the price support level for any or all of 
the basic commodities affected by this legislation be maintained at levels higher 
than those for other commodities, we believe that a more desirable approach to 
the problem would be to alter the basic legislation governing the percentage of 
parity at which commodities are to be supported, rather than to establish a dif- 
ferent method of computing parity for these commodities. This direct approach 
would enable the issue of the need for a higher level of support to be clearly 
brought out and discussed. It also would avoid undue criticism of the parity 
standard which, for so many years, has been the cornerstone of our agricultural 
programs. 

The Department does not recommend that S. 2115 be passed. 

The Bureau of the Budget advises that, from the standpoint of the program of 
the President, there is no objection to the submission of this report. 

Sincerely yours, 
CHARLES F.. BRANNAN, Secretary. 

Enclosure. 


Old parity, modernized parity, and effective parity prices for 6 basic commodities 
at start of marketing season, 1950 and 1951 crops 
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LEGISLATIVE REFERENCE SERVICE 
Washington 25, D. C. 


Economic Issues ReELatIne To §. 2115 


Senate bill 2115 amends section 301 of the Agricultural Adjustment Act of 
1938, as amended in 1949, by providing that notwithstanding the authorization 
for the use of a new modernized parity formula, the parity price for any basic 
agricultural commodity shall not be less than its parity price computed in the 
manner used prior to the enactment of the Agricultural Act of 1949. 

The 1949 act contains such a provision covering the years through 1958. §. 2115 
would make this provision a permanent part of the legislation. Only corn, cotton, 
wheat, and peanuts are now affected by this provision. The parity price of rice 
and tobacco computed by the modernized formula is higher than when computed 
by the old formula. The parity prices of the other basic agricultural comimodi- 
ties computed by the two formulas compared as follows, November 15, 1951: 
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Estimates of the parity prices for cotton, corn, and wheat in 1954 using 
each of the formulas have been prepared. One set of estimates assumes that 
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supplies of the commodity will be large in 1952 and 1958, and that market 
prices will fall somewhat below the present Government loan level. 
The second set of estimates assumes that supplies of each product will be 
relatively short in relation to demand and that prices in 1952 and 1953 will be 
near parity or, in the case of cotton, at present levels. 
In both cases the estimates are based on a continuation of the present levels of 


the parity indexes. 


Estimated parity prices for corn, cotton, and wheat in 1954, using old and new 


parity formulas 








Parity, new | Parity, new 
formula formula 
Parity, old | (prices at or | (prices near 
formula low su parity or cur- 
port levels, | rent levels, 
1952-53) 1952-53) 
BEF RI ncccccceccescccerewscecesenaccossoucunatécece $1.77 $1. 56 $1. 63 
Fh le lt I aa So i ls: Ae .34 .32 . 34 
Pdbddtlibbnednsddbeuntecmibinnadidentibsadll 2. 43 2.12 2. 16 

















The above estimates indicate that in all probability a shift from the old to 
the new parity formula in 1954 will have little if any effect on the parity price 
of cotton. It may, however, reduce the parity price of wheat by 25 to 30 cents 
a bushel and reduce the parity price of corn 15 to 20 cents a bushel. 

S. 2115 would continue the use of the old parity formula after 1953, thus pre- 
venting the reduction in parity prices indicated above. Consideration of the 
advantages and disadvantages of S. 2115 might well be divided into three 
parts— 

(a) Is it desirable to continue the use of more than one parity formula 
on a permanent basis? 

(b) Is it desirable to lower the parity price of wheat and corn relative 
to the parity of other commodities? 

(c) Does the modernized parity formula encourage or discourage in- 
creased production and increased carry-overs of storable commodities 
in the mobilization period? 

These questions are discussed in detail below. 


DESIRABILITY OF A SINGLE PARITY FORMULA 


Parity for agriculture is an economic goal. While based on a number of 
specific economic and social considerations, parity for agriculture cannot be 
defined except in broad social and economic terms. Since the attainment of 
parity prices is the objective of much agricultural legislation, Congress specified 
the formula by which the parity price for specific farm commodities shall be 
computed. 

Parity for agriculture has been a goal for 30 years. Over this period of 
three decades a number of revisions have been made in the formula for calcu- 
lating parity prices to take account of the changes in the products bought and 
sold by farmers and for other reasons. The Agricultural Acts of 1948 and 1949 
incorporated a new formula which provides that the parity price for each farm 
commodity shall have the same relationship to every other farm commodity as 
the average of its market prices in the immediately preceding 10-year period. 
Through the introduction of a 10-year moving average of individual farm- 
product prices in the formula, if the price of beef cattle in the market increases 
20 percent in a 10-year period relative to hog prices, the parity price for beef 
cattle will increase 20 percent relative to the parity price for hogs. This fea- 
ture of the new formula permitting annual adjustments between individual 
parity prices has led to its being called by some farm leaders the “modernized” 
parity formula. 

Since the shift to this new formula in 1950 would have caused sharp in- 
creases in some parity prices and sharp reductions in others, the Agricultural 
Act of 1948 provided for transitional parities for certain commodities where 
the new formula resulted in lower parity prices, and as mentioned earlier the 
1949 act provided for the continued use until 1954 of either the old or the new 
formula for the basic agricultural commodities, whichever resulted in the higher 
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parity price. Provision for the use of more than one formula on a temporary 
basis permitted a period of adjustment to the new formula. One of the most 
important considerations regarding the merits of permanent legislation pro- 
viding two formulas for computing parity, is pessible public reactions. How 
important is it to have one uniform method of computing parity prices from 
the standpoint of maintaining general confidence in price-support programs and 
public support for the economic goal of parity for agriculture? 


ARE LOWER PARITY PRICES FOR WHEAT AND CORN DESIRABLE? 


The relative level of the parity prices for individual farm commodities has 
important economic effects on our mobilization effort. Both price supports 
and ceilings are set in relation to parity prices. While the Secretary of Agri- 
culture has some discretion in setting price supports and the Administrator of 
the Office of Price Stabilization has certain discretion in setting price ceilings, 
public pressures tend to force uniform treatment of different groups in rela- 
tion to the parity standard. 

Sine the new parity formula lowers parity prices for wheat 25 to 30 cents a 
bushel and the parity price for corn 15 to 20 cents a bushel, the economic effects 
of such a reduction should be one of the important considerations. Would 
lower parity prices for wheat and corn produce desirable or undesirable eco- 
nomic effects? 

Since the proposed legislation is on a permanent basis, the answer must be 
in long-range terms. 

The new parity formula results in parity prices for individual farm products 
having the same relation to each other as their market prices in the previous 
10 years while the old formula maintains 1910-14 relationships. It should be 
noted that price ceilings placed on both corn and hogs at existing parity levels 
would result in a below-average corn-hog ratio of 12.1. With the new parity for 
corn, ceilings at the full parity level would reflect a slightly favorable corn-hog 
feeding ratio of 13.2. 

Parity prices computed by the new formula result in more desirable price 
ratios between feed and livestock than those computed by the old formula. 
On a long-range basis parity prices for livestock, feed, and other important crops 
such as wheat should approximate the same relationships with each other as 
their recent market prices. This indicates the desirability of using the new 
formula for the basic commodities even though some parity prices are lower 
in the shift. 

The United States support price for wheat has been so high in recent years 
in relation to the international prices included in the Wheat Agreement that 
the Commodity Credit Corporation has incurred substantial losses in imple- 
menting the International Wheat Agreement. CCC losses on wheat sales under 
the International Wheat Agreement were $77 million in the fiscal year 1950, $182 
million in fiscal 1951, and are expected to be fully as large in the current fiscal 
year. These CCC losses are reimbursed by the Treasury. While the terms of 
the Wheat Agreement may be changed when the present agreement expires 2 
years hence, the long-run danger of overpricing wheat with a fixed-parity formula 
still exists. The same holds true to a lesser extent for corn and cotton. 


MODERNIZED PARITY AND CURRENT PRODUCTION GOALS 


To the extent that the current high-production goals and increased carry-overs 
are achieved, supplies will keep the prices of storable commodities from rising to 
parity or above. They may continue at times to sag below the loan level. 
Whenever the season’s market price is depressed, as compared with prices which 
would prevail for normal supplies, this has a depressing influence on the parity 
price the following year. For every 10-percent rise or fall in the market price 
of a commodity under the new formula its parity price will be raised or lowered 
1 percent the following year as compared with what it otherwise would have 
been. Thus the shift to the new parity formula, with price supports continued 
at 75 to 90 percent of parity, would result in a reduction of the future parity 
price of the commodity if high-level production programs are successful in 
achieving increased carry-overs. 


SOME ALTERNATIVES 


Since the flexible provisions of the 1949 Agricultural Act and the modernized 
parity formula were designed to avoid accumulating excessive carry-overs and to 
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avoid production in excess of market requirements and since these conditions do 
not exist at the present time, one alternative is to declare them inoperative until 
after this emergency is passed. 

Another alternative, and one which would relate the activities during the 
present emergency to the long-time price support needs of agriculture would 
be to shift to the modernized parity formula and make other changes in existing 
legislation to encourage the building up of increased carry-overs. At the present 
time the mandatory minimum price-support levels for wheat and corn are 90 
percent of parity until the supply exceeds 102 percent of normal. Thereafter the 
minimum-loan level drops 1 percent of parity with each 2-percent increase in 
the supply until the support level reaches 75 percent of parity. The same flexi- 
ble loan provisions apply for cotton after the supply exceeds 108 percent of 
normal. 

These maximum supply, or carry-over, levels might be raised to the desirable 
maximum reserve levels for this mobilization period. To prevent large crops 
and increased carry-overs from lowering future parity prices under the new 
formula, loans might be made at 100 percent of the new parity formula until the 
desired reserve levels are reached. When supplies reach and exceed the desired 
reserve levels loan rates then could be reduced on the basis of the schedules in 
the 1949 act. 

This alternative has the merit of writing into legislation the desired reserve 
levels of storable commodities and permits the use of one parity formula without 
allowing the accumulation of increased stocks to lower future parity prices. 

On November 15, 1951, 100 percent of parity using the new formula compares 
with 90 percent of parity, old formula, as follows: 





100 percent & percent 
parity, new | parity, old 





formula formula 
seidteenmeaiandl ———_—_——_-— 
Corn per bushel. -- or ; $1. 62 | $1. 59 
Cotton per pound. -.-- > , .32 31 
‘ 2.11 | 2.19 


Wheat per bushel. - 


A third alternative would be to allow the flexible provisions of the 1949 act to 
remain as at present but for Congress to authorize the CCC to purchase specified 
quantities of storable commodities for mobilization reserves. Such legislation 
might specify the price and other conditions under which the reserves would be 
released, thus assuring the private trade that they would not be released at levels 
which would force prices below parity or some high percentage of parity. 

WALTER W. WILCox, 
Senior Specialist, Agriculture, 
January 14, 1952. 





Tue Rice MILLERS’ ASSOCIATION, 
New Orleans 12, La., April 10, 1952. 
Chairman and Members of the Senate Agriculture Committee. 

GENTLEMEN: I am William M. Reid, a resident of New Orleans, La., and 
president of the Rice Millers’ Association, an incorporated national trade associa- 
tion of the rice-milling industry. 

Membership in the Rice Millers’ Association is available to any rice mill in the 
United States actively engaged in the processing of rice. A majority of the 
commercial rice mills of the United States, including both rice grower coopera- 
tive milling organizations and privately owned and operated organizations are 
members of the Rice Millers’ Association. 

At the outset, I would like to make it clear that the Rice Millers’ Association 
has always been an advocate of fair prices for producers, and has always sup- 
ported sound legislation directed at that end. However, we do oppose unsound 
programs that give the illusion of promoting the well-being of agriculture, but 
that actually work to the contrary. It is because we feel-that the present pro- 
gram has certain unsound features that may be damaging to the long-time in- 
terest of the rice industry, and because the administration of it is promoting 
certain inequities within the industry, that we prepare and present this statement. 

The discussion that follows is presented in numbered sections, to facilitate 
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study of it, and because some comments are concerned with legislative and some 
with administrative provisions of the price support act. 


I. THE PRESENT PROGRAM OF PRICE SUPPORT FOR RICE IS ECONOMICALLY UNSOUND IN 
PRINCIPLE 


Rice is primarily an export crop. The United States consumes less than one- 
half the rice that is produced in this country, so the rice industry must have 
export markets if it is to exist on an efficient and profitable scale. The present 
price-support program, however, is directed at the opposite goal dissolution of 
export markets by pricing United States rice above world market levels, At the 
same time, it is stimulating expansion of rice production (in 1951, a record crop 
was produced, and an equally large crop is expected in 1952). You will recognize 
the utter fallacy of any program which stimulates production, on one hand, but 
shrinks markets, on the other. Sooner or later such a program will lead to 
serious trouble, trouble which is likely to be very damaging to the rice industry. 

Production restrictions and Commodity Credit Corporation loan and purchase 
operations are not sound methods of combating damage to markets. They may 
provide some short-run relief, but not a solution to the basic problem. Some 
provision must be made to maintain and stimulate market outlets. There is no 
such effective measure for this in the present program. Congress and Agriculture 
must begin at once to find effective means for maintaining export markets if the 
domestic price for rice is to be held artificially high, or else the entire farm 
program for rice will in the end defeat the purpose it is intended to achieve. 
Production as well as price is necessary for income, and markets are necessary 
for production. 


Il. THE PRESENT PROGRAM PROVIDES UNREASONABLE PRICE SUPPORT LEVELS FOR RICE 


Although world supplies of rice are critically short, and demand for United 
States rice is at a record level, 12 percent of the 1951 crop has gone under the 
price-support program. For such a large amount of rice to go under the Govern- 
ment program when demand conditions are so extremely favorable is conclusive 
evidence that the price support level is out of line with reality. By all economic 
reasoning, the price-support level should fall below the market-price level under 
those conditions, if the support price is a reasonable one. 

The unreasonably high price-support level for rice is due primarily to faults 
in the parity formula. One fault in the formula is in using average prices for 
10 preceding years as one of the factors in computing parity. Two conditions 
existing during the past 10 years make the use of this period invalid: (1) Abnor- 
mal demand for United States rice, which is a matter of official record, and (2) 
wartime controls or high price supports in effect during that period, thereby 
making prices and price relationships artificial. It is impossible to compute an 
equitable price-support level for rice by using a base that is artificial and abnor- 
mal, and that does not reflect reasonable supply-demand conditions for and 
between commodities, and erroneous to attempt to do so. 

Another fault in the present parity formula, insofar as rice is concerned is 
that national indexes are used. The use of national indexes for prices paid 
and prices received may be desirable for such widely produced commodities as 
wheat, corn, and cotton, but for rice, which is produced for the most part in four 
States, a national index may be greatly at variance with actuality. It is tech- 
nically and administratively feasible to compute and use commodity indexes 
for rice, and certainly it would be more accurate to do so. 

More attention needs to be given to the achievement of greater accuracy in the 
parity formula. If the formula is to be used as the criterion of equity for farm 
prices, then it must be scientific and accurate. Otherwise, the formula can be- 
come an instrument for perpetration of inequity rather than a means for cor- 
recting it. 

We recommend that parity for rice be determined by a special formula. We 
suggest the following formula: Multiply the average price of rice during a 
normal period (possibly 1935-39 or 1909-14) times a current index of prices 
paid by rice farmers (based on a normal period). 

The Agricultural Act of 1948 authorizes the Secretary of Agriculture to 
effect revisions in the parity formula. However, experience has demonstrated 
that it is improbable that the Secretary will exercise such authority for a 
commodity as relatively unimportant as rice. In this circumstance, it may be 
necessary for the Congress to legislate the revision indicated. 
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I1f. ADMINISTRATION OF THE PRESENT PROGRAM IS PROMOTING INEQUITIES WITHIN 
THE RICE INDUSTRY 


By statute, the support price for rice, while averaging a certain level ($5 per 
hundredweight of rough rice in 1951) may vary on individual lots considerably 
above and below the average, depending upon variety and grade factors. Variety 
support-price differentials are determined by the Department of Agriculture. 

The differentials established heretofore have been unsound, resulting in sup- 
port prices too low on short-grain varieties of rice, and support prices too high 
on long-grain varieties. As evidence of this all the 1951 rice crop that went 
under the price-support program was of the medium- and long-grain variety; 
none was of the short-grain type. 

Probably the principal reason that the differentials have been so improperly 
arranged is because they have been based entirely on wholesale prices in markets 
in the continental United States, with no weight given to prices in offshore 
markets, although 60 percent of the total United States milled rice production is 
sold offshore. Most markets in the United States prefer long-grain rices, and 
will pay a premium for them. However, most offshore markets give more consid- 
eration to price than to length of the rice grain; in fact, many have a preference 
for short-grain types. 

As a consequence, the wide support-price differentials based on United States 
markets which have been established have tended to give short-grain varieties a 
great advantage in export markets. 

These inequitable support-price differentials have been beneficial to the Cali- 
fornia rice industry, which produces a short-grain rice almost exclusively, 
and has seriously hampered the marketing process in the southern rice-producing 
States (Arkansas, Louisiana, Texas, and Mississippi), where medium- and 
long-grain varieties are produced. They have given the California rice industry 
a tremendous advantage over the southern rice industry in competition for off- 
shore markets, particularly the Puerto Rican market. The effects of the differen- 
tials may be readily observed in the attached statistical tabulation of ship- 
ments of milled rice to Puerto Rico from Southern States and California for 
the past 27 years. 

It will be observed that in the period 1924-46, the South sold each year no 
less than 75 percent and as much as 94 percent of the rice shipped to Puerto 
Rico from the United States, while the most that California ever supplied in any 
year was 25 percent. The reasons for this are many. For one thing, the South 
went into the island early with an aggressive sales campaign and developed a 
consumer preference for its product. Another thing the South has a rather 
considerable transportation and communication advantage over California. 

Also, it will be observed that in 1947 California made deep inroads into the 
Puerto Rican market, and has steadily increased its advantage since then. In 
the last market year (1950-51) 69 percent of the rice shipped from the United 
States to Puerto Rico emanated from California, while only 32 percent came from 
the South. These tremendous gains were made in the face of the fact that Puerto 
Rico was habituated to consuming southern varieties, and that the South has 
a large transportation advantage to the island. 

What is the explanation? It is simply that California has had a significant 
price advantage, thanks largely to the price-support program. The following 
tabulation, showing the support prices by varieties in 1949, 1950, and 1951, will 
indicate just how great this price advantage has been: 


[Price support value factors, in cents per pound] 














Varieties 1949 : 1950 5951 
ae ee ee Se 8. 56 9.74 9. 67 
I > oe, 0. ccadckceacetuccnncentl 8.32 8.75 8. 97 
Group III, medium grain...................-..-.-- ihieeenll 7.19 7.46 8. 22 
co sscceusncanapend 5. 68 6. 73 7. 36 





Varieties in groups I, II, and III are produced predominantly in the South, 
while those in group IV are produced almost entirely in California. It can be 
observed that California has had a minimum advantage of from 73 cents to 
$1.51 per hundredweight of milled rice in each of the past 3 years, due to the 
support price. That much differential might be justifiable in the New York 
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market, or possibly in some other domestic market, but not in Puerto Riso and 
other offshore markets where variety is less important than price. 

Puerto Rico is an important market for United States rice, annually taking 
from 10 to 20 percent of the total milled rice production in this country. Con- 
sequently, it is highly important to the southern rice industry that steps be 
taken to correct the inequities in the price-support program which are leading 
to unjustifiable losses in that market. 

I do not believe that it was the intent of the Congress that the price-support 
program be administered so as to promote the competitive status of one section 
of the United States to detriment of others, especially when there is absolutely 
no justification for so doing. However, that is exgctly what has been done in 
the case of rice. 

I believe that the facts in this statement clearly indicate that the whole con- 
cept of support-price differentials needs to be reexamined with due considera- 
tion given to all markets for United States rice. 


Respectfully submitted. 
WILtrAm M. Ret. 


Shipments of milled rice from United States to Puerto Rico, segregated to show 
quantity and percent shipped from Southern States and California 











| Hundred- | Total 
| oclainae Percent of | Hundred- Percent of 
Year | bp Seay total from | weights from total from tein 

| % States South California California U.S.A 

| 
1950-51 913, 204 | 31. 65 | 1, 972, 300 68. 35 2, 885, 504 
1949-50... —— 1, 282, 910 | 40.17 | 1, 910, 730 59. 83 $, 193, 640 
104849 ; nal 1, 362, 403 48.79 | 1, 429, 910 51. 21 2, 792, 313 
1947-48 __ . .| 1, 180, 775 | 40.7 1, 719, 546 59. 29 2, 900, 321 
gg SR rey Se. | 1, 129, 619 | 47.12 | 1, 267, 567 52. 88 2, 397, 186 
1W45-46 — 1, 968, 062 | 79. 10 | . 520,046 20. 90 2, 488, 108 
1940-45 ' imum ele Peel nee dies aiallainiidi . nn 
1989-40 _. 2, 123, 938 | 80. 65 | 500, 587 19. 35 2, 633, 525 
1938-39... 1, 671, 900 79. 11 441, 398 20. 89 2, 113, 
1937-38 ae 2, 046, 444 80.05 | 509, 919 19. 95 2, 556, 363 
1936-37 2, O11, 862 87.79 279, 909 12. 21 2, 291, 771 
1935-36 1, 678, 464 81.04 392, 733 18. 96 2, 071, 197 
1934-35 1, 700, 062 76. 93 536, 926 23. 07 2, 326, 98S 
1933-34 1, 516, 809 | 75. 39 | 495, 260 24. 61 2, 012, 069 
1982-33 | 1, 825, 922 76. 88 549, 038 23.12 2, 374, 960 
1931-32 | 1, 555, 994 | 76. 3 482, 07 23. 67 | 2, 038, 501 
1930-31 | 1, 628, 508 | 76. 47 | 5O1, O72 23. 33 2, 129, 575 
1920-30 1, 600, 990 | $2. 49 | 339, 760 17. 51 1, 940, 750 
1928-29 | 1, 784, 179 | 86. 23 | 284, 982 | 13.77 | 2, 069, 161 
1927-28 1, 658, 731 92. 69 130, 827 | 7.31 | 1, 789, 558 
1926-27... | 1, 676, 564 93. 80 110, 877 | 6.20 | 1, 787, 441 
1925-26. .. ; om . | 1, 514, 538 | 88. 09 204,811 | 11. 91 | 1, 719, 349 
1924-25. . .. 3 ee | 1, 538, 398 | 87. 24 225, 066 | 12. 76 | 1, 768, 464 
1923-24... .. acto dal 1, 576, 555 | 85. 11 275, 861 | 14. 89 1, 852, 416 








' In the interest of shipping security, rice was supplied to Puerto Rico by the Department of the Interior 
during these 5 rice-marketing years, and identity of origin was not published, It is believed. however, that 
records of the Department of the Interior will show that nearly all rice shipped to Puerto Rico during the 
war was from the South. 

The Cuatrman. Does any Senator wish to make a statement! I 
wish to state further that the first witness we have this morning will 
be Senator Young who introduced two of these bills, and then Senator 
Kerr who is the author of one of the bills I have just indicated. 

Senator Kem. Mr. Chairman, I am not a member of the subcom- 
mittee and I have another engagement. Iam sorry I will not be able 
to hear the testimony of Senator Young and Senator Kerr on this 
oe legislation. 

came in to inquire whether this meeting was in place of the regular 
weekly meeting of the full committee. 

The Cuatrman. I tried on several occasions to fix a date for the 
hearings on our grain storage investigations, and Mr. Cotter informed 
me that he would prefer starting next Monday so that we can go 
through with the hearings without stopping. 
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This meeting of course, is in the place of the regular meeting. The 
clerk informed me that we have very little to do other than conduct 
these hearings on these three vital bills. 

Senator Kem. Thank you very much, Mr. Chairman. I understand 
then that the hearings on the Camp Crowder grain situation will be 
resumed next Monday. 

The CHarrman. Yes. 

Senator Kem. And Mr. Harris and the other material witnesses, 
have they been subpenaed / 

The CrHatrman. I signed a flock of subpenas Monday. I do not 
know to whom they are directed. 

Senator Kem. Did they include Mr. Harris? 

The Cuairman. | presume so. And I believe Mr. Yancey also will 
be included. 

In fact, all of the witnesses that know anything about it and that 
were recommended to me by Mr. Cotter and our investigators will be 
summoned. 

Now, as to the order of witnesses and cases, I have not been informed 
by Mr. Cotter how he will proceed. But I wish to state that when 
we do start hearings Monday there will be nothing else to interrupt 
the hearings until we are through with them. 

It is my belief that that procedure will facilitate matters all around 
so that we do not do this work piecemeal. 

Senator Kem. Thank you. I am grateful for your statement. 

The Cuatrman. The first witness this morning is Senator Young. 


STATEMENT OF HON. MILTON R. YOUNG, SENATOR FROM THE 
STATE OF NORTH DAKOTA 


Senator Youne. Mr. Chairman, I appear here today in support of 
two bills, S. 2115 known as the Young-Russell bill and S. 450. The 
purpose of S. 2115 is to continue the use of the so-called old-parity 
formula, 1910-14 base, for an indefinite period. 

First, I would like to call the attention of the committee to a Wash- 
ington Post story this morning, Wednesday, April 16. The headline 
is “Hill to air three bills hiking price supports.” 

S. 2115 introduced by Senator Russell and myself seeks only to 
prevent a drop in farm price supports. 

Senator Anperson. In all fairness if the price is going to drop 
and this bill was going to raise it it would hike price supports, would 
it not? 

Senator Young. That is an unusual way of stating the issue, I think. 

Senator Humrurey. It really just maintains price supports, doesn’t 
it? 

Senator Youne. Present price support levels. 

Further on in the article it says: 

Another measure by Young would make price supports mandatory at 90 percent 
of parity on all products for which the Government has asked to increase 
production. This would embrace most crops, including potatoes, which cost the 
Government more than half a billion dollars in price supports in 5 years. 

That statement is completely wrong. This bill would not reinstate 
potato price supports. Price supports on potatoes are prohibited by 
law under another statute, and this bill does not seek to amend that 
statute. 
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Senate bill S. 2115 amends section 301 of the icultural Adjust- 
ment Act of 1938, as amended in 1949, by providing that, notwith- 
standing the authorization for the use of a new modernized parit 
formula, the parity price for any basic agricultural commodity shall 
not be less than its oye rice computed in the manner prior 
to the enactment of the Agricultural Act of 1949. 

The 1949 act contains such a provision covering the years through 
1952. S. 2115 would continue this provision as a part of the present 
legislation. Only corn, cotton, wheat, and peanuts are now affected 
by this provision. Cotton, wheat, corn are three of the most important 
crops farmers produce for the existence of mankind. Cotton is ex- 
tremely important both for clothing the people and for munitions in 
time of war. 

Wheat in Biblical times even was referred to as the “staff of life.” 
Today in much of the world it still remains the major diet for untold 
millions. Corn, besides being in the greatest demand for livestock 
feed, is also valuable for human food and has more than 100 commer- 
cial uses. No nation could maintain a high standard of living with- 
out an abundance of all three of these important commodities. 

The parity price of rice and tobacco computed by the modernized 
formula is Richer than when computed by the old parity formula. 
The — prices of the other basic agricultural commodities com- 








puted by the two formulas compared as follows as of November 
15, 1951. 

Effective | Modernized 

parity, old | parity, new | Difference 

formula formula 
Oe te BIE, 0. oq020 tes ccesceswinmsdneesdvecespecuensavies $1.77 $1. 62 $0.15 
Onttam PEP HeweaG....... 2 anna cece ccctewqwnese cw ccccceeeed 34 . 32 . 02 
Wheat per bushel......... cmpoabosseoosnedubacoccocconhocees« 2.43 211 32 
Peanuts per pound... .. ......---- aSecetcncsesécce soodeccqess .13 i .02 














The modernized parity formula uses, as a major factor in deter- 
mining parity, the average prices received by farmers for the previous 
10-year period. This method of determining parity may have con- 
siderable merit in normal times. Under conditions which have existed 
for the past several years, and likewise exist now, this method of com- 
puting parity represents a serious injustice to a large and important 
ey ere of agriculture. 

‘or example, during most of the past 5-year period, many farm com- 
modity prices were held down both by OPS imposed ceilings and b 
surpluses intentionally carried under a Government program cal- 
culated to meet the war emergency. Thus, the modernized parity 
formula does not reflect the saat sheila price these commodities 
would have demanded had it not been for the unusual circumstances 
of this period. 

Cotton would have been much higher over much of this period had 
it not been for ceiling prices and export quotas imposed by the Gov- 
ernment. 

You will recall that world cotton prices climbed as high as 65 to 
70 cents per pound in 1950, largely because American production was 
very short. Yet United States cotton prices were held to about 45 
cents per pound under OPS order. 
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Senator Anperson. Would you mind putting in there what they 
actually dropped to—34 cents, even though the ceiling was 45 cents, 
cotton has not been selling at the ceiling for a long time. 

Senator Youne. In recent months? 

Senator Anperson. Yes. So you would not say that the OPS order 
has had the effect of holding it down, would you 

Senator Youne. But that was effective at the time in pulling the 
price ‘eam from around 65 cents to ceiling prices at the time, was 
it not 

Senator Anperson. It might have been. 

Senator Youne. Export quotas also were a factor in bringing down 

rices. 
: Senator Humrurey. And also there was a good deal of market spec- 
ulation and a lot of options were bought on the cotton crop which 
affected the world price. 

Then the OPS ceiling was a factor. But the actual market price 
was governed by the supply and demand within the American market 
and that has fallen down in the 34-, 35-, 36-cent-per-pound price range. 
Isn’t that the situation ? 

Senator Youne. Yes. 

The Cuarman. A good deal of this price fluctuation is also due 
to the fact that the department announced that the crop would be 
almost 18 million bales. That had the effect of lowering the price. 

Senator Humpnrey. Correct. 

The Cuarrman. Then when the facts finally came out—that is, 
the actual production, which was below the 16-million-bale goal— 
then cotton went up. 

Senator Youne. If and when cotton production goals are reached, 
and the planned surplus to meet the war emergency situation is met, 
cotton prices most certainly will decline—probably to the low levels 
to which they had descended previous to the Korean war, and probably 
even lower. 

During World War II and following, it became necessary for the 
United States to furnish great quantities of wheat to the starving peo- 
ple of the world. 

Senator Humpurey. May I ask whether Senator Young has the 
figures as to the increase in cotton acreage over the past few years. 
I think that would be important. 

Has there been a substantial increase in acreage ? 

The Cuatrman. No, there has not. 

Senator Humrnrey. Has there been a substantial increase in pro- 
duction per acre? 

The Cuatrman. There has been. 

Senator Humrurey. I am going to get at whether these factors have 
something to do with the tremendous supply that gluts the market 
at times. ° 

The Cuarrmman. About 12 or 14 years ago there were 42,000,000 
acres of land planted to cotton, I think that is correct. 

Senator ANperRson. You have to go way back to get that. 

The Cuatrman. On such an acreage as that we produced a maximum 
of 16,000,000 bales. Last year we produced almost that amount of 
bales on less than 28 million acres. 

I think it might be interesting at this point to place in the record 
the actual figures—I do not have them at hand but I shall be glad to 
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obtain them and when the permanent record is printed, they may be 
put in at this point. 

Senator Humpurey. My point is that as productivity per acre in- 
creased, there was automatically some effect on the price structure even 
if acreage itself remained constant. Of course, this has a direct bear- 
ing ~ oa price support where you have an overincrease in production. 




















ry . . 
(The material submitted follows :) 

Cotton, American: Acres, yield, and production, United States, 1919-20 to 

1951-52 

| 
Acreage Yield per 
Crop year er ee Production 
Cultivated! | Harvested — 
| Thousands of 
| Thousands Thousands 500-pound 
of acres of acres Pounds bales 

1919-20. ... ° ee — 34, 573 32, 906 165.9 11, 411 
1920-21 tee we oeseueeses 35, 872 34, 408 186. 7 13, 429 
1921-22 pec erccaccencceescesce a 29, 716 28, 678 132.5 7,945 
1927-28 39, 471 38, 342 161.7 12, 956 
1928-29 43, 737 42, 434 163.3 14, 477 
1920-30 44, 448 43, 232 14. 2 14, 825 
1930-31 43, 329 42,444 157.1 13, 982 
| | a eee 39, 110 38, 704 211.5 17, 097 
1932-33 36, 404 35, 891 173.5 13, 003 
1933-34 40, 248 29, 383 212.7 13, 047 
1934-35 27, 860 26, 866 171.6 9, 636 
1935-36 28, 063 27, 509 185.1 10, 638 
1936-37 30, 627 29, 755 199. 4 12, 399 
1937-38 34, 090 33, 623 269.9 18, 46 
1988-39... 25, 018 24, 248 235. 8 11, 943 
1939-40... 24, 683 23, 805 237.9 11, 817 
1940-41 24, 871 23, 861 252. 5 12, 566 
1941-42 | 23, 130 22, 236 231.9 10, 744 
1942-43. 23, 302 22, 602 272.4 12, 817 
1943-44. _. 21, 900 21, 610 254.0 11, 427 
1944-45 19, 956 19, 617 299.4 12, 230 
1945-46 17, 533 7,029 264.1 9, O15 
1946-47 18, 157 7, 584 235. 7 8, 640 
1947-48 , 21, 560 21, 330 266. 6 11, 860 
1948-49. __ _— ; | 23, 253 22, 911 311.3 14, 877 
1949-50 ‘ 27,714 27, 439 | 281.8 16, 128 
1950-51 ; . 18, 629 | 17, 843 269. 0 10, 012 
1951-52 3__.. —_— : ‘ 27, 997 26, 698 | 274.5 15, 290 





1 Acteage in cultivation, July 1. 
? Preliminary. 


Source: Bureau of Agricultural Economics. 

Senator Youne. During World War II and following it became nec- 
essary for the United States to furnish great quantities of wheat to the 
starving people of the world. To meet the minimum requirements of 
the many nations which at that time were begging for wheat, the 
United States allocated its insufficient supply as best it could under 
the circumstances. 

Our exports were so heavy that the carry-over of wheat as of July 
1, 1947, reached a low of 83 million bushels. It was during this period 
that Congress, through an amendment to an appropriation bill, pro- 
hibited further exports when our domestic carry-over reached a mini- 
mum of 150 million bushels. 

To meet the contingencies in the present war emergency period, our 
Government, acting through the United States Department of Agri- 


culture, has asked for increased production even though our present 
‘arry-overs would represent a surplus in normal times. Our carry- 
over of wheat on July 1, 1952, is expected to be near 300,000,000 
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bushels. These surpluses are a most depressing factor on market 
prices. There is little possibility that wheat prices will ever reach 
parity under a Government program of high production and planned 
huge carryovers. The surpluses thus amid are far more effective 
in holding prices down than are ceiling prices under OPS. 

The foregoing ought to be ample proof that during this war emer- 
gency period of planned large carry-overs and resultant depressed 
prices the modernized parity formula cannot and does not reflect 
what normal prices would otherwise be. As a result of these condi- 
tions, the spread between parity as computed under the old parity 
formula and the new parity formula is increasing. For example, in 
1950 the spread was 29 cents a bushel on wheat and presently the 
spread is 33 cents a bushel. In 1950 the spread on corn as between 
the old parity formula and the modernized formula was 12 cents a 
bushel. By 1952 this spread had reached 16 cents a bushel. 

It was the contention of the authors of the Agricultural Acts of 1948 
and 1949, in substituting the modernized parity formula for the old 
parity formula, that the spread would tend to narrow year by year. 
If the years following the enactment of this long-range price-support 
legislation had been normal years, free from the impact of war and 
war emergencies, I am inclined to believe there would then have been 
considerable justification for this position. But, as I have pointed 
out, the subsequent years were in no sense normal. 

If the modernized parity formula were permitted to go into effect 
with the 1954 crop, it would have serious and far-reaching effects on 
producers of basic farm commodities. It would result in a severe 
penalty not deserved by these producers. The producers are patriotic 
and are endeavoring as best they can, against many odds, to meet the 
production goals of the Government of the United States. By their 
very conscientious efforts to produce to the limit, they are, in effect, 
lowering parity levels to their own future disadvantage for years and 
years tocome. This lowering of parity will not only adversely affect 
price-support levels, but will also have a direct bearing on ceiling 
prices imposed by OPS as ceilings are based on parity levels. 

Senator Humpurey. May I ask a question / 

The Cuatrman. Yes. 

Senator Humpurey. I would like to find out, Senator Young, if 
what you are driving at is that if the modernized parity formula goes 
into effect in 1954—that is the year, is it not, it is supposed to go into 
effect ¢ 

Senator Youne. Yes. 

Senator Humpnrey. In view of the demand of the Government or 
the request of the Government for increased production and in view 
of this gap between the old formula and the new formula, are you 
saying that in the years to come even if we should get into a normal 
veriod of time that there would be a general lowering of the price 
vecause of the application of the modern parity formula because it 
takes the last 10 years / 

Senator Youne. That is correct. It would have the tendenev of low- 
ering parity and support prices for years and years to come because 
we are now going through an abnormal period in which we are estab- 
lishing lower parities as a result of farmers’ efforts to increase 
production. 


98792—52——_5 
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Senator Humpurey. You have two points. No. 1, you have the 
immediate effect of the modernized parity which is lower than the 
old parity. No. 2 you would have a continuing effect because the 
modern formula would be based upon, as you say, abnormal times. 
Is that it? 

Senator Youne. That is exactly it. 

To the extent that the current high production goals and increased 
carry-overs are achieved supplies will keep the prices of storable com- 
modities from rising to parity or above. They may continue at times 
to sag below the loan level. Whenever a particular season’s market 
price is depressed as compared with prices which would prevail for 
normal supplies, this has a depressing influence on the parity price the 
following year. 

For every 10 percent rise or fall in the market price of a commodity 
under the new formula, its parity price will be raised or lowered 1 
percent the following year. Thus the shift to the new parity formula, 
with price supports continued at 75 to 90 percent of parity, would 
result in a reduction of the future parity price of the commodity 
if high level production programs are successful in achieving increased 
carry-overs. 

We need increased production of these three major farm commod- 
ities and others to meet the war emergency. If the modernized parity 
formula goes into effect, as it will unless the Agricultural Act of 1949 
is amended, as of today there would be a drop in wheat support 
prices of approximately 30 cents a bushel, cotton 2 cents a pound, and 
corn of approximately 14 cents a bushel. 

The carry-over of corn as of July 1 this year will be dangerously 
low in spite of favorable crop years. The situation is even worse 
with respect to cotton. If we should have 1 year of unfavorable 
weather for crop production, our supplies of wheat, cotton, and corn 
would be far below war-emergency goals. After more than 10 years 
of favorable crop conditions for wheat and corn, it would seem that 
we might well expect at least one unfavorable year. The loss of even 
one-third of 1 year’s production would have a most serious effect on 
our economy and our war effort. This could happen if there were a 
return of the drought such as we experienced in 1934 and 1936. To 
meet these and other emergencies we must maintain high production. 
I submit that lowering support levels would be a severe and, perhaps, 
a dangerous blow to our program of increased production. 

The Government of the United States in other fields is stockpiling 
strategic war materials such as lead, tin, rubber, and manganese. The 
Government likewise hopes to stockpile a sizable amount of important 
farm commodities. The stockpiling of farm commodities should be 
held in a separate stockpile aside from the farm program as are stra- 
tegic materials needed by industry. Even though large surpluses have 
been carried for war-emergency purposes as a part of the program of 
the Commodity Credit Corporation and the price-support program, 
the losses, if indeed there be any, over a long period + path appear 
to be surprisingly low. 

Senator Humrnrey. Mr. Chairman, I think we should note at this 
point that the stockpile of strategic materials that the Government is 
gathering for defense purposes has frequently been purchased at 
rather high prices. For example, much of our rubber stockpile, our 
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tin stockpile, the stockpile of critical metals, and so forth, has been 
purchased when the market was highly inflated. 

I know that needs to be done and I am not making any condemna- 
tion of that stockpiling program. I think it is vital. But as we 
compare that to grain storage and to what the Senator speaks of, the 
type of agricultural stockpile, I think the public should know that you 
cannot always be sure of a particular stable price, and it is entirely 

sible that you might stockpile agricultural commodities at an 
unusually high price and then later on find a lower market price and 
all too often the critics are prone to chastise that program as being a 
loss or a waste when, in turn, they do not do it on the other stockpile 
programs—because I venture to say that the day may come when you 
will be able to buy tin or lead or rubber at lower prices than we have 
been able to buy them in the last 16 or 18 months. 

I only bring this in because a part of the debate on the 1949 act 
was about the so-called losses that had accrued on the stockpiling or 
the accumulation of agricultural surpluses. You cannot think of it 
in terms of losses unless you are willing to apply the same formula 
to minerals and metals and strategic products in the defense area. 

Senator Youne. There is another Government program designed 
to help industry meet war-emergency goals and that is tax amortiza- 
tion. 

I understand that program as of today has reached nearly $10 bil- 
lion. That is in considerable contrast to the agricultural] part in 
meeting war-emergency goals. 

Senator Humrurey. The Senator is very modest. The figure is 
$15 billion. 

Senator Youne. Over the 18 years of the operation of the price- 
support programs so far as basic commodities are concerned, there 
has been a profit to the Government of the United States totaling ap- 
proximately $40 million as of July 1 last year. 

Senator Anperson. Have you got the Department of Agriculture 
figures on that? 

Senator Youne. Yes. 

Senator AnpErson. Does that take any credit for section 32 funds? 

Senator Younes. I do not know. The figure on perishables is ap- 
proximately a billion dollars but 40 percent of that or something over 
$400,000,000 was represented in losses on the potato price-support 
program. I have these figures here in my file, Senator Anderson, if J 
can find them. 

The Cuarmman. What have you in mind, Senator Young, are the 
basic commodities which show the profit to which you refer. 

Senator Youne. Here is the statement to which I referred from the 
Department of Agriculture. I will read two paragraphs if you like. 

Senator ANnperson. I would like to see the figures if you can get 
them. 

Go ahead and read them. 

Senator Youne (reading) : 

Most of the losses incurred under the price-support program in this 18-year pe- 
riod was due to losses on perishable commodities. Abont 75 percent of the $1 
billion loss was on three perishable commodities, potatoes, $478,000,000 loss; 
eggs, $156,000,000 loss; and dairy products, $130,000,000 loss. 

It should be noted that no programs currently are in effect for either notatoes 


or eggs. The last program was in 1950. For further details see schedule 8 of 
the report of financial conditions and operations December 31, 1951. 
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In the case of the six basic commodities, corn, wheat, cotton, rice, tobacco, and 
peanuts, which CCC operated on a slightly better than break-even basis during the 
period ending June 30, 1951. 

During this 18-year period CCO realized a net gain of $40,000,000 on a total In- 
vestment of $10,600,000,000 in the six basic commodities. 

Thus CCC not only recovered its entire investment on these commodities but 
also made a profit of about one-half cent per dollar invested. 

The gains and losses realized on individual basic commodities were as follows: 

I can give you those alg if you want. 

Senator Anperson. Yes. 

The CHAtrman. Go ahead. 

Senator Youne. On particular commodities there was a recovery in 
corn of 97 percent; a recovery on cotton of 106 cents on the a, 
peanuts 87, rice 96, tobacco 100.7 percent, wheat 98 percent, or a total 
over-all recovery of 100.4 percent. 

Senator ANpeRsoN. It requires section 32 funds to get that result. 

Senator Youne. I do not think section 32 funds were used to any 
large extent on those six commodities, perhaps some on cotton. 

Senator ANnperson. Check the peanut program some time. It was 
used very heavily on the peanut program. I think they worked out 
very well on basic commodities. I would like some time to see the 
figures which the $40,000,000 is based on, because I know the Depart- 
ment has had a whole series of figures and it is very hard to calculate. 

Now my question was not based on doubt as to the accuracy of your 
statement. I would like to see if they have agreed finally on a re 
which does represent profit and loss over a period of years on these 
products, and whether it does eliminate section 32 funds and the other 
purchasing programs. 

Senator Youne. I think that is a good point. I do not think it 
would run into any sizable amount of money, though. 

Senator Humpurey. Do these figures include a current value of 
inventory ¢ 

Senator Youna. I do not know how they arrived at that calculation, 
Senator Humphrey. They are the United States Department of Agri- 
culture figures. 

The Cuairman. As I understood it, it covers the period from the 
inception of the program to December 31, of last year. 

Senator Humrnurey. What I am thinking about is there are a great 
number of commodities in storage now. I wondered whether or not 
they were totaled in at the current price levels. 

The Cuarman. Most of them have been sold. It is like cotton, for 
instance. The warehouse has been cleaned out. On cotton alone 
there was a profit of over $240,000,000. Of course, the profit on cotton 
offsets the ane on the various other commodities that sustained 
losses. 

Senator Anperson. That is what I was getting to. I know of the 
large profit on cotton but when we looked at peanuts for example, in 
1 year, we found a loss of only $15,000,000. When you got through 
with the crushing program, and the shipment, and use of section 32 
funds and various other things, it brought the loss up some $48,000,000. 
It would not take very many years at $48,000,000 to take care of the 
only substantial profit the Department has ever made which was on 
cotton. 
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Senator Arken. If that $48,000,000 on peanuts, and the amounts 
spent on peanuts by ECA and the Army are considered, the less goes 
up to about $80,000,000. I think you know that story. 

Senator Anperson. I do. But in theory at least, the Army got 
value received. 

Senator Arken. The peanut losses were actually running about the 
same as the potato losses during those years just shortly behind us. 
But the peanut losses were well covered and the potato losses were 
well publicized. That was it. 

The CHarrMan. All right, Senator Young. 

Senator Youne. As I have previously pointed out, large carry- 
overs of important farm products effectively hold down the prices and 
result in a great saving to the consumers themselves. In addition, 
these same carry-overs play a most important part in our over-all war- 
emergency program. 

If the farmers were only looking to their own self-interests, disre- 
garding the Government’s needs in this present period— which I am 
sure none of them would do—they would be curtailing production 
instead of increasing it. 

Every farmer knows that surpluses inevitably mean lower prices. 
I think it is safe to say that if We maintained a carry-over of wheat, 
for example, in the amount of 500 million bushels without any price- 
support program, the actual price in the market place would not be 
more than $1 a bushel. 

On the other hand, if we had a carry-over of only 83 million bushels, 
as was the case in 1947, prices would again reach the $3.50-a-bushel 
level for that period or possibly even more. 

It is my firm belief that favorable farm prices following World 
War IT, largely as a result of price supports and export programs, 
prevented the usual expected postwar depression. The simple facts 
are that no political party can operate the affairs of the United States 
on the basis of full employment and financial] solvency unless agricul- 
ture receives parity or above for its products. 

The reason is obvious because without such a price level we cannot 
generate or produce the national income required. The turn-over, 
for example, of farm income is about seven times as reflected in na- 
tional income, and each dollar of gross farm income will result in $7 
of national income. I believe an enlightened industry realizes they 
will lose 10 percent of their business volume for each 10 percent of re- 
duction of gross farm income. 

For years national income has always been approximately seven 
times that of the farm income. As an over-all picture, it should be 
pointed out that cash income of farmers, the value of all farm products 
sold in the market place, increased 193 percent from 1929 to 1951. 
Nonagricultural income in this same period increased 194 percent. 

This situation could not exist after all the economic changes which 
have taken place since 1929 unless there was an immutable law of ex- 
change or relationship between gross farm income and national in- 
come. 

The proper use of reasonable amounts of money each year in sup- 
porting farm prices can prevent a loss of billions to the national 
economy. Most economists recognize the fact that all of our depres- 
sions have been farm-led. We just cannot afford to have another de- 
pression with its disastrous effect on all segments of our economy. 
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The total net public and private debt in 1938 was $184.5 billion 
and in 1951 it had risen to a total of $514.4 billion. 

If we wish to retain our American system, this debt must be paid. 
Regardless of how the debt was accumulated, the fact remains that 
to repay and service it requires Government action not necessary in 
past years of low debt, and when there was in operation a real com- 
petitive free-enterprise system. Any sizable reduction in our present 
price and wage level would reduce our ability to create the income 
required to meet the debt and retire it through efficient and sound fiscal 
policies established by the Government. 

It is safe to say that the foregoing cannot be accomplished unless 
farm prices are supported at a level of not less than 90 percent of 
parity. Support prices on about 10 nonperishable farm commodities, 
plus a few perishables, would be sufficient foundation for national 
stability. 

The national economic policy should be carried on in terms of its 
over-all effect on national income rather than the minor cost of price 
supports. We lost over $500 billion in national income during the 
period from 1930 to 1941 because we did not maintain our 1929 price 
level. A drop of 50 percent in our current farm prices would force 
the Nation to lose $135 billion a year in national income. The result 
would be national chaos. 

While gress farm income over the past few years has remained at 
approximately the same level, there has been a continuing drop in the 
percent of net farm income. This is a direct result of ever-increasing 
costs of all the things a farmer has.to buy. Another round of wage 
increases unquestionably will be reflected in even higher costs of all 
the goods and services the farmer must buy, and he is one of the great- 
est purchasers in our economy. 

Presently farm operating costs are the highest in history. Only a 
short period of low farm oe resulting from drought or other 
reasons could, and undoubtedly would, break most of the farm pro- 
ducers of this Nation. 

If in subsequent years there is a surplus of industrial production 
and the labor supply becomes more adequate, which would make pos- 
sible the return of a real competitive price situation in these fields, and 
a resultant trend toward lower consumer prices, then, and only then, 
could farmers survive without adequate price supports. 

Mr. Chairman, S. 450, which I also introduced, is very similar to the 
so-called Steagall amendment, which was in effect during World War 
II and for 2 years thereafter. It would make mandatory supports of 
90 percent of parity for all nonbasic commodities for which the United 
States Department of Agriculture has requested increased production. 

It would seem to me that this is only simple justice to the pro- 
ducers, and it is the only way I know that adequate production can 
be had. Presently our supplies of feed grains are low, and, again, the 
Government is asking for increased production. The present price of 
feed, and particularly oats, does not provide sufficient incentive for 
farmers to plant the increased acreage necessary. 

Heavy importations for the last few years of wool, rye, barley, oats, 
and feed wheat have had a most unfavorable effect on domestic prices 
for these commodities. These large importations mean that there is 
no chance for the farmers in this country to get parity prices unless 
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there is a shortage of these commodities existing in the exporting 
countries. 

These imports into the United States, encouraged largely by the 
scarcity fs high monetary value of the United States dollar, are ex- 
pected to continue under existing tariffs. 

I see no possibility of the farmers of the United States competing 
pricewise with the many producing areas of the world where wages, 
taxes, operating costs in general, and indeed the living standard itself 
is much lower than in the United States. 

Support prices for oats and barley presently are 80 percent of par- 
ity. This 80 percent of parity, using as we do the hid seciesg" parity 
formula, hardly equals the 70 percent of parity under the old or 1910 
to 1914 base period formula. If we want increased production of feed 
grains and other nonbasic commodities, there is only one way in which 
is can be had, and that is through an adequate price incentive. 

Mr. Chairman, I have just one more comment. As bad as the 
potato price-support situation was and its extreme high cost I doubt if 
the present situation is more favorable to the consumers than was that 
which prevailed even when we had this costly potato price-support 
program. Ido not know of a potato producer that is presently asking 
for reinstatement of the potato price-support program. He has 
learned to cut down his acreage and by doing so holds his production 
to about that of the consumers’ needs and thereby seems a good price. 

Senator Anverson. Would that not be a good thing in the peanut 
program ? 

Senator Young. I do not know the peanut situation as well as IT 
should. Of course, that is another subject which I did not attempt 
to deal with. I would like to read a news story from the Missouri 
Farm Association, which states they have 130,000 members. This is 
a news story dated April 11, 1952. It is an interesting story. 

Potatoes are so scarce and high priced that the United States has been forced 


to import potatoes from Spain. Prices are expected to remain high until the 
middle of May when the 1952 early crops start coming in— 


H. E. Klinefelter, of the Missouri Farmers Association, points out. 


Imported potatoes are priced at a ceiling higher slightly than the Maine price. 
One shipment of 72,000 bags is already being distributed in the United States 
after arriving in excellent condition from Spain. Another shipload is on the 
way— 

Klinefelter said. 


This year’s short supply is due to a smaller crop which resulted from the 
Government withdrawal of price floors on potatoes this year— 


he said. 


The farmers planted less acres and could not afford to use ample fertilizer and 
insecticides without any protection from ruinous low prices 





Klinefelter continued. 


A year ago the Nation was literally up to its ears in potatoes— 
he explained— 


They were selling for 3 cents a pound and less over the grocery counter. Potatoes 
were so abundant that Congress voted an end to Government's potato price- 
support program. The result is that consumers are paying twice as much for 
their potatoes and the farmers received less total dollars for their potato crop— 


Klinefelter said. 
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He adds one nice comment about myself : 


Senator Milton R. Young, of North Dakota, makes it clear that price supports 
are a cheap protection against a collapse of our economy. I am sure that the 
housewives paying 7 cents a pound for potatoes will agree with Senator Young. 

Senator A1xen. I believe that statement is slightly in error. Potato 
growers had a definitely higher income than they did a year ago and 
almost unanimously protested against the reinstatement of the price 
support program which a few years ago they were demanding. It is 
true the consumers are paying $175,000,000 more for potatoes for this 
year’s crop than under the price support program. Price support was 
a consumer guaranty rather than a farmer guaranty. 

Senator Young. You mean their income per acre was higher or the 
total income? 

Senator Arken. Higher per acre. 

Senator Younes. This article I think points out that the total income 
was less. 

Senator Arken. For several years 60 percent had been the support 
orice for potatoes, 60 percent of parity. That was the price support 
level. This year the price went up to 80, to 90 percent, went to 100 
percent and probably hes gone to 110 or would have gone to 110 per- 
cent if the boys in the OPS had not stopped it at 100 percent. And, 
of course, this country did ship, I think, some 10 million bushels or so 
American potatoes to Canada because when we cut off our support 
price on potatoes, not only did our growers regulate their acreage so as 
to get a good price, but the Canadians did, also. 

As you may recall, they increased their acreage tremendously to take 
advantage of our price support program. 

Senator Youne. I was trying to point out, Senator, that under the 
price support program, the consumers were probably better off. 

Senator Anperson. Temporarily. You have to recognize the first 
year the price goes up and because they get 100 percent of parity, they 
increase their plantings and then the prices go ook I am willing to 
put it on the record, Senator Aiken—I have put it on the record when 
the cotton Senators were down demanding that the ceiling of 45.76 
be increased, pointing out the price of cotton was going down and they 
did not need a higher ceiling, and it did go down. I am just going to 
say to you that next year the plantings of potatoes brought about by the 
high price this year will correct the situation, I think, pretty capably. 

Senator Arken. Let me qualify that a little bit. I would agree with 
you if it were not for the 100 percent ceiling which OPS imposes. But 
with that ceiling in effect, the potato farmer is guaranteed that under 
no circumstances can he expect more than a parity price for his potatoes 
which are at 100 percent of parity and if he loses, he blames the law 
because there is no price support. If you remove the ceiling I agree 
with you there would be a large enough planting so that consumer, 
probably would get low cost potatoes against next year by fall. 

Senator Arken. Let me qualify that a little bit. I would agree with 
acreage down and I think they can quite effectively because there are 
not a very large number of potato producers as compared with other 
farm commodities. 

The CuarrMan. Have you completed your statement ? 

Senator Youne. Yes. 
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Senator Humpnrey. I would just like to say for the record that it 
is my observation that consumers and taxpayers are about the same 
breed. When they were paying through the nose for the potato price 
support program, they were paying through the Federal Government, 
now they are paying through the grocery store. It is interesting to 
me to note there has been very little talk and very little published about 
how the consumers have been taken for a ride on potato prices at the 
present time, but I read repeatedly how they were being taken for a 
ride because of the lavish hand-outs under the potato support program. 

I voted to curtail the potato support program because I thought 
it was being abused. But the fact of the matter is that whether this 
is a 1-year experience, a 2-year experience, or a half-year experience, 
the price today is abnormally high, and Senator Aiken is absolutely 
right, that it would have gone much higher had it not been for the 
ceiling price of OPS. Not only that, but some places in the United 
States there is a scarcity of potatoes, and it is difficult to get them. 

Senator Aiken. The consumers are still complaining that price sup- 
ports are making potatoes higher this year. 

Senator Humpurey. They sold that story so well it will take about 
§ years to get it erased from our memories. 

Senator ANDERSON. I want to ask this question. Actually, Senator 
Young, the proposal you have made with reference to the use of the 
modernized parity formula, or the choice between the two standards, 
the double standard of parity will affect only three crops, will it not: 
Wheat, corn, and peanuts by the end of this period ? 

Senator Younc. Wheat, cotton, corn, and peanuts. 

Senator Anperson. Cotton will be out next year without any 
question. 

The CuarrMan. That is problematical. 

Senator ANpersON. Maybe but it will affect cotton very slightly at 
least. 

The Bureau of Agricultural Economics feels it will be out entirely. 
Most cotton people probably feel the same way. It is very close now, 
33.70 is the new parity price and 34.47 is the old parity price and cotton 
is selling at about 35 cents. So it has not had a great deal of difference. 
Actually it comes down to peanuts and wheat. Isn't that it? 

Senator Youne. I eal not agree that cotton is out. In 1949 
there was almost a 2-cent-a-pound spread between the two parity 
formulas in cotton. That increased more than 2 cents in 1950 and in 
1951 remained about 2 cents and 1952 is the first year that is down, and 
a very little. How can we tell what is going to happen next year or 
the year after? The thing I am trying to point out is that if this 
parity formula went into effect now there would be a drop according to 
the Department of Agriculture of about 2 cents a pound. 

Senator Anperson. If you can find a Department of Agriculture 
figure to support that, I would like to see it, please. I know of no such 
figure. 

Tl have the last report I know anything about that the Bureau of 
Agricultural Economics worked out and they show the new parity 
price 33.70 and the old parity price, 34.47. 

Senator Youne. That is as of one year; but you are not taking into 
consideration the past 4 years’ experience. 

Senator Anperson. Of course I am because I say that the operation 
of this started in 1950, not in 1949, that we explained at the time that 
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we did not expect much variation in 1950, we did expect some swing 
in 1951, and a substantial swing in 1952 and 1953, and they should be 
ther by 1954. 
eat. will be badly off. quite obviously, but if you did not have 
the International Wheat Agreement which cost this Government some 
$200,000,000 a year, you would be still farther off, would you not? 

Senator Youne. That is right; yes. 

Senator ANpeRsoN. Actually it comes down to wheat and peanuts, 
because most of the corn is fed, is it not ? 

Senator Youne. No; I would not agree it affects only wheat and 
peanuts. About 95 percent of the corn crop is used for feed. However, 
the corn producer is not always the one who utilizes this crop in that 
manner. 

Senator Anpverson. That is right, and therefore the actual price 
of corn is the price of the commodity. If you look at farm income— 
I do not have the last figure on this unfortunately, I just have a 1948 
figure—but cattle and calves contributed $5,000,000,000 to farm re- 
ceipts; dairy products, $4,500,000,000; hogs, $4,100,000,000; poultry 
and eggs, $3,000,000,000. 

You have to go a long ways to get into corn. A billion dollars even 
in that year. But they had $16 billion from these products into which 
they put their corn. You do not hear corn farmers worrying very 
much about the drop in parity. It is wheat and peanuts that are 
involved in this thing, is it not ¢ 

Senator Youne. No; I would say corn is definitely involved. 

Senator Anperson. Have you had corn farmers protesting? 

Senator Youne. May I answer the question ? 

Senator Anverson. Yes. 

Senator Youne. The farmer who produces the corn is not always 
the farmer who does the feeding and at a time now when we are 
asking for all that production of corn, when we are worrying about 
what our carry-over might be, what the situation might be, then we 
= to drop the price support, this to me it does not make sense. 

ow are we going to get increased production if we drop support 
levels? It seems to me absurd that we would do that in the face of 
need for increased production. 

Senator Arken. You take the price ceilings off, they are presently 
restricted to 100 percent; I think it would ces a tremendous effect 
on farm production. I think that ceiling is doing more to hold pro- 
duction down this year than any other bing, One hundred percent 
of parity is assumed to be a fair price. So long as the farmer is 
guaranteed that under no circumstances can he ever get over a fair 

rice to help make up for the years of low prices, and from parity 
own, it is not much encouragement to plant heavily. 

Senator Humpnrey. Is not that the reason for having a higher sup- 
port level? If you remove this ceiling, what happens to the rest of 
the American population? We have to consider them, too. 

Senator Arxen. One hundred percent ceiling; how much of a com- 
modity would private industry buy at 100 percent to sell at 100 per- 
cent? You would have Government handling the commodities exclu- 
sively. It could not be otherwise, because there is no margin between 
the paying price and the selling price. 
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Senator Humpenrey. You just said a while ago, Senator Aiken, 
that, if you had not had OPS ceilings on potatoes, the price right now 
would be beyond calculation. 

Senator Arxen. They would have gone to 110 percent. 

Senator Humpnrey. That is a guess. 

Senator Arken. I would agree with you that, on 110-percent ceil- 
ing, that would allow for variation between 90 to 110 percent with an 
average for the year perhaps of 100, and during World War II you 
know we had a minimum ceiling of 110 percent and we got produc- 
tion, and private industry still kept in business. 

Senator Humrnrey. You mean the gap between the support and 
the ceiling? 

Senator Arken. I mean we should not have the ceiling fixed at a 
fair price when on so many commodities the price varies during the 
year but, during a period of scarcity and what normally would be high 
srices, a fair price is the highest price they can get. And then they 
Leuk to absorb the loss which comes during other periods. 

Senator Humrnrey. I see your point, Senator Aiken. My point 
was that, if you have a ceiling at 110 percent of parity, that, of course, 
says, “Mr. Farmer, look, there is no use trying to get above it; you 
can’t get above it.” It makes all the hetter argument for a higher 
support level, but I think the argument for a gap in between is pretty 
hard to avoid. 

Senator Arxen. When it is said that 100 percent shall be the ceil- 
ing or can be the ceiling, my contention is it should not be 100 percent. 

enator Youne. I think the problem of the producer of eggs is a 
good example. Most egg producers are losing money now. If they 
have to borrow money to stay in business and are limited at 100-per- 
cent ceiling later, how are they ever going to pay off that debt? When 
the price starts going up, it is limited by the ceiling. 

Senator Humrnrey. If they can get 100 percent right now they 
would be pretty happy. I will tell you that. 

The Cuarrman. This is a very interesting debate, but I wondered 
whether we could not go on with the other witnesses. 

Senator Anperson. Just one point with reference to what Senator 
Young’s amendment provides. I think we should recognize that the 
peanut program has been costing us a lot of money. It costs us $8 
an acre for every acre of peanuts planted in the United States during 
these last 4 years. There are 360,000,000 acres of crops in this country. 
If you paid $8 an acre for all those 360,000,000 acres—in justice to all 
farmers, you should treat them all alike—then you would have about 
$2.5 billion a year going down the drain. 

I do not see why you want to take two crops—and to the best of my 
ability that is all that is going to be involved in this thing 

Senator Youne. That is your contention and not mine. 

Senator Anperson. Corn only costs us 5 cents an acre; it has cost 
us only that for the last 15 years; it does not cost us that much over the 
15 years. But during the last 4 years corn cost us 5 cents an acre. 
Wheat cost us 68 cents an acre when you add in the international 
wheat agreement; and peanuts cost us $8 an acre. 

Senator Youna. If you add in the international wheat agreement 
along with ECA funds that have been used to export fruits and all 
the other things farmers produced, then that will be a different story 








72 FARM PRICE SUPPORTS AND PRODUCTION GOALS 


again. You are bringing in something that I do not think is relevant. 

Senator Anperson. ECA funds get into wheat, too. I have left 
those out. Iam not worried so much about the cost of the wheat pro- 
To I am greatly worried over the cost of the peanut program. 

think, when you have a bad program, it is a little like bad money 
driving out good. Bad support programs drive out good ones; they 
jeopardize good ones. 

This amendment would be designed fundamentally to take care of 
those twocrops. It is not going to bother cotton, and it is not going to 
bother corn. It is wheat and peanuts. 

Senator Youna. I am not asking for any change in the peanut pro- 

ram. If any change is needed, that should be treated under separate 

eqpeletion. 

Senator Anperson. It is 2 cents a pound on peanuts. 

The Cuatrrman. Senator Anderson, if you recall, you were on the 
conference committee, and I was on it with several others. 

Senator Anperson. Senator Thye and Senator Lucas. 

The Cuatrrman. It was thought that, by fixing the date at Decem- 
ber 1954 for termination of this dual method of coor) pss. parity, the 
parity prices computed under the new formula would equal those com- 
puted under the old formula; but, as Senator Young has pointed out, 
that will not be true. Now, why not let it go until it does reach it? 
I believe that is Senator Young's argument. And I believe that the 
Department of Agriculture is also desirous of at least maintaining 
prices of those basic commodities at their present level and not de- 
press them. 

Senator Anprerson. I think that argument should be made in De- 
cember 1953 when you come to the period when it has run out. Now 
Senator Young here is very sure that the cotton situation is not goin 
to equalize. T te equally sure that it is. The Bureau of Agricul- 
tural Economics is equally sure that it is. 

The Cuarman. If the goal is reached, although the old formula 
will be available, it will not be effective. 

Senator Anperson. It will not be reached for peanuts. We all rec- 
ognize that. Peanuts, in my opinion, should never have been made a 
basic crop in the beginning. 

Senator Youne. Senator Anderson, we can’t wait until 1953. Farm- 
ers have to have at least a year to plan their future production. Even 
a year is too short. 

Senator Anperson. I do not think that the farmers are going to 

lant their peanuts—that is, I don’t think they will with the cost. 
tween 11 and 12 cents. 
i yal Humpurey. They are going to plant their winter wheat, 
though. 

Senator Youne. And their corn production. 

Senator Anperson. I think they will plant corn without a bit of 
difficulty because they do not offer it for sale in the ordinary markets 
toa great degree. They offer the products of it. 

The Cuarmman. Any further questions? 

(Discussion was continued off the record.) 

The Cuairman,. All right, Senator Kerr. 
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STATEMENT OF HON. ROBERT S. KERR, UNITED STATES SENATOR 
FROM THE STATE OF OKLAHOMA 


Senator Kerr. Thank you, Mr. Chairman. 

To begin with, I want to say that I enjoyed the statement of Senator 
Young and have the conviction that everything he said supports vig- 
orously S. 2996 with even more force than S. 450. 

I was interested in the discussion about the potatoes. My informa- 
tion is that in 1951 the crop was 105 million bushels less than it was 
in 1950, or about 25 percent less. 

Senator ArkeN. That is right. 

Senator Kerr. And that the consumers actually paid $125 million 
more money than what they paid for potatoes in 1950 plus what the 
Government paid for the support program in 1950. 

Senator Anperson. That is not correct, I am sure. 

Senator Kerr. I will stand on that. 

Senator ANnpeRson. All right. 

Senator Kerr. The record will show that, if you just figure what the 
consumers paid, it will be far more than the $125-million difference 
insofar as the consumer of the potatoes is concerned. 

Senator Arxen. I think, Senator Kerr, that it will probably come 
to $175 million, but what we are figuring is a means of maintaining 
farm prices, not legislation to hold down consumer prices. 

Senator Kerr. I will not agree with what Senator Aiken said in this 
regard. I think the farm price-support program can just as adequately 
be described as an insurance program of both adequate supplies and 
reasonable prices for the consumers as much as reasonable prices to 
the farmer. 

Senator ArkeNn. I agree with you, Senator Kerr, but the legislation 
provides for supporting farm prices. I agree we should consider the 
consumer also, but not at the expense of the farmer. 

Senator Kerr. There is no way actually and realistically to get a 
conflict between their positions, because that which does insure the 
prosperity of the farmer is the only insurance policy I know of for the 
consumer to have abundant supplies at fair prices. There is no other 
insurance of fair prices to the consumer. 

I am happy to oe this opportunity to testify in behalf of Senate 
bill 2996. I would like for my statement to be complete in the record, 
and I will not read all of it. 

The CHamman. That will be done. 

Senator Kerr. I have introduced this amendment to the Agricul- 
tural Act of 1949, and it is devoted to making our farm program the 
soundest, strongest, and best that we can design. 

It is important that we reexamine and improve our farm program. 
We must not be content with the program that will only partly do the 
job for the next 20 years. The amendments I have proposed in S. 2996 
are born of the knowledge that has come from the farm legislation 
and experience of the past two decades. 

Our great need now is for a farm program that will adequately 
serve all of our immediate national policy objectives. These objectives 
include, in addition to effective service to the farmers and their fami- 
hes, the objectives of national security and cooperation with other 
nations in the interests of world peace. 
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In short, the farm program must serve the best interests of all our 
people in these critical times. 

A brief review of some of the major agricultural problems facing 
the Nation as a whole in this emergency period will indicate how the 
present farm program can be and should be strengthened. 

The first problem is that of farm prices. There is a widespread mis- 
conception today about the level of farm prices and the level of farm 
income. It is all too generally believed that farmers not only are get- 
ting highly favorable treatment in the market place but that they are 
getting more than their share of the national income. Nothing is fur- 
ther from the truth. 

This misconception needs to be exposed, for it is this misconception 
which helps to conceal some of the danger spots in the current agri- 
cultural situation and which helps to prevent elimination of the weak- 
nesses and deficiencies of the present farm program. 

The truth is that, although farmers in 1951 constituted about 15.1 
percent of the Nation’s population, they received only about 9.5 per- 
cent of the national income. Not only did they fail to receive more 
than an equal share of the national income; they received 40 percent 
less than an equal share. 

One of the reasons for misunderstanding on this point is that farm 
gross income was at a record high last year. This fact alone, how- 
ever, ignores the great increases in farm costs which left farmers with 
a net income 13 percent less than the peak year of 1947. 

As a matter of fact, although farmers last year came near to achiev- 
ing a new production record, the purchasing power of their realized 
net income was lower than for any years from 1942 through 1948. 

Farm prices today average more than 7 percent lower than a year 
ago. Ido not have the figure for the average cost of what the people 
in the country buy, but it is a higher percent than it was a year ago, 
during which time the farmers’ prices have gone down an average of 
7 percent. 

The seriousness of this state of farm prices must be measured 
some the other major agricultural problems now besetting the 

ation. 

The Nation this year is faced with one of the most difficult farm 
production jobs in its history. 

Last year we consumed at a greater rate than 1950 production. 
This year we consume at a greater rate than last year’s all-time peak 
production. 

The farm production goals set in behalf of the defense effort call 
for at least 6 percent more over-all output than we had last year. 
Such a level of production would be almost 50 percent higher than 
that of the 1935-39 period. 

There can be no question of the vital importance of stepping up 
our national production of food and fibers at this time. 

In a military sense, the food supplies of the United States and the 
free nations of the world offset to a considerable extent the manpower 
resources of the Communist countries. 

As an instrument of foreign policy, food will be a powerful factor 
in shaping the real peace that must eventually come to the world. 

You know, one of the things that is a source of great comfort to me 
as I contemplate the vast difference in the manpower of the Soviet 
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Union on the one side and Red China on the other, as compared to 
ours, is the fact that at this time one farm ger produces actually 
for about six American families. I am not right sure but that in 
the Soviet Union it requires three or four—I do not want to state 
that absolutely—farm families to produce enough for each nonfarm 
family. But the difference in our production methods and the pro- 
ductivity of our farms on the basis of its being brought about by such 
a smaller percentage of our total population than any of the other 
nations in this world picture is, in my judgment, one of the greatest 
factors in the real picture of our national security. 

The production goals place greatest emphasis on the production of 
feed, especially corn, because our reserve supplies are dwindling. 
The goals call for 15 percent more corn. A shortage of this important 
feed grain would result in the liquidation of livestock and poultry and, 
eventually, in shortages and soaring prices for meat, milk, and eggs. 

In fact—and I know or no more important fact in our whole eco- 
nomic picture than this one—one seriously short crop of corn or 
wheat, or especially both, would cause a volcanic eruption of infla- 
tionary prices that would rock our economic structure to its very 
foundation. 

Senator Anperson. I have had some questions about previous 
things, and I want to add a very emphatic endorsement of that state- 
ment. I do not think that could be repeated too many times. 

Senator Kerr. We have not seen anything in the national picture 
with reference to the problem of inflation that would begin to ap- 
proach what would happen if we had just one short crop of wheat 
and corn. 

Senator Youne. Would the Senator mind an interruption ? 

Senator Kerr. No. 

Senator Youne. If price supports were dropped, would not that 
tend to lower production ? 

Senator Kerr. There is no alternative. You cannot ask these farm- 
ers to produce more and more when they know by doing so they are 
going to have to sell it for less and less. 

Senator Anperson. There, of course, I would go back into the his- 
tory after 1918 when it did go down. 

Senator Kerr. The folks are nearly as smart as the people. 

There is also need for more grain sorghum, wheat, flaxseed, and 
cotton. 

Meeting these production goals is a difficult short-range problem. 
But there is a long-range production problem also staring us in the 
face. In some respects it appears even more difficult. 

Mr. Chairman, how much time do I have? 

The Cuarrman. As much as you desire, Senator. I hope you can, 
however, be you own judge and not keep us too long. We have got 
two other witnesses here this morning. 

Senator Kerr. I’m referring here to the problem of providing for 
the tremendous growth in our population, and the responsibility it 
places on all of us. Let me tell you something about this, and what 
it means, in a few words: 

Every 24 hours during the past year there was a net addition to the 
United States population of about 7,400 persons. Every hour there 
were a little over 300 more people to feed. 
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This is the current rate of growth—2,700,000 persons every year. 
These are all new customers for the farmer—in the United States 
alone. They are all new additions to the dinner table, which the 
farmer must supply. 

The Bureau oF the Census estimates that our population by 1975 
may total 190 million people. My own conviction is that it will exceed 
200 million by 1970, I cannot arrive at any other conclusion but that 
realistic thinking compels us to face up to that absolute certainty. 

Taking the midcentury point, 1950, as a base, this would mean 38 
million more people at the table—my statement said by 1975, and 
1 think by 1970—or a gain of, one-fourth. This increase is equal 
to the 1950 population of Ohio, Indian, Illinois, Michigan, Wiscon- 
sin, lowa, Missouri, and Minnesota combined. 

For the farmer and the Nation, this means that for every four people 
who sat down to a meal in 1950, there will be another person at the 
table in 1975. And I will tell you right now that the farmer is 
not the only fellow that is interested in this matter. Those people 
sitting down at the table are going to have some interest in it and 
if we do not do something about the price supports and develop a 
far more aggressive program of conservation of soil and water, in 10 
years we are going to be a have-not nation, and when we do, it will 
not be the farm families that suffer, because when food gets short, 
who is going to be the first one to go on limited rations? There can 
be no escape from the certainty that the consumer has a far greater 
interest in this program than the farmer. 

Senator Humpurey. May I interrupt, Senator, to say that the world 
food picture is getting no better either. The demand of the people in 
the world for more food is an ever-increasing demand. So the i- 
bility of export of surplus commodities to the United States is being 
limited all the time because of the greater need for food in other areas 
of the world. 

Senator Kerr. Definitely, very definitely. 

Senator Humpnrey. So you cannot look upon an ever-expanding 
production in other parts of the world which may turn up in statistical 
tables, because there is an ever-increasing demand of the consumers 
in other parts of the world for what they produce. 

Senator Kerr. Right. 

Will the Nation be able to fill that fifth plate? 

Farmers have been producing at record levels in recent years to 
fill normal demand ale emergency needs. 

And with reference to that, as I see it, Mr. Chairman, we might 
just as well be realistic. The need for food, fed, and fiber is accen- 
tuated by the war, but it is not created by the war. The certainty 
of its continuance is not dependent upon whether or not the critical 
international situation continues; although, in my own thinking, we 
would be very lax in our responsibility if we did not recognize the al- 
most certainty that it will continue, and that our population is increas- 
ing at the rate of nearly 3 million a year, which within itself brings 
a new crisis each year. 

Senator Humpnurey. May I say the more critical the food situation 
is in the United States, the more critical the international situation is. 

Senator Kerr. Definitely. 

Senator Humpnrey. Because the shortage of food is one of the 
tinderboxes of the international situation. 
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Senator Kerr. And our own situation could be impaired. 

Senator Humpurey. Indeed it could. Our best weapon in the Near 
East and in the Far East has been food. That has been what we have 
been able to rely on more than any other single factor. 

Senator Kerr. But in a relatively short time we will need to produce 
more than is being produced now to fill our normal needs alone. 

If all the additional! food and fiber needed to maintain our standard 
of living had to come from additional cropland, 100 million more acres 
would be needed on the basis of present yields. But that many acres 
are simply not available. New cropland likely to be brought in by 
irrigation and drainage before 1975, even at the best, will probably not 
be more than a fourth of what is needed. 

Furthermore, the natural fertility level of our soil is still on the 
decline. And the number of farmers is growing smaller, year by 
year. 

The big question is this: Can American agriculture get its produc- 
tion up fast enough and big enough to meet current defense needs and 
feed the new onrush of food users without a lowering in the standard 
of the national diet? 

This is a question that vitally affects the lives of every last American 
citizen—farmer and nonfarmer alike. 

I am not trying to be pessimistic. I am merely pointing out the 
agricultural problems now facing the Nation. I am merely pointing 
out the problems we must consider in evaluating the effectiveness of 
our present farm program. 

I’m certain that the Nation can meet the challenge to its agricultural 
production. But we won't reach the goal by neglect. We won't reach 
the goal by a take-it-for-granted attitude on the part of the general 
public. 

We cannot reach it by ignoring the fundamental problems in agri- 
culture and the basic needs of farmers. ° 

One of the greates fundamental problems confronting agriculture 
and the Nation at this moment is the decline in farm prices. It is a 
decline that comes in the face of unprecedented production needs on 
which our future security and well-being in large measure depends. 

The danger of allowing this situation to deteriorate further can be 
seen in present indications with respect to the production-goals pro- 
gram. Tn spite of the heroic effort on the part of the Department 
of Agriculture to encourage farmers to turn out the needed produc- 
tion, present indications are not too encouraging. 

Preliminary planting-intention reports, issued by the Bureau of 
Agricultural Economics March 23, indicate that farmers’ tentative 
plans would fall about 9 million acres short of the 1952 goals for the 
principal feed grains. Corn alone would be more than 5 million acres 
below the goal level. 

Is the level of farm prices a factor here ? 

We see that the great majority of farm prices are below parity, 
and some are very far below it. We see that farm prices are steadily 
losing ground in the running battle to keep up with farm costs. 

Surely we have learned one lesson in our 20 years of experience with 
farm programs. Surey we have learned that if there is any one con- 
dition that can best assure further agricultural progress—further in- 
creases in efficiency—further employment of improved farming 
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methods—it is a fair-price situation, and a reasonable assurance that 
prices will stay fair in the future. 

That is why I propose to amend the Agricultural Act of 1949 to 
provide a level of price support at parity for the basic commodities. 
And that is why f ptopin to amend the act in other constructive 
respects. 

hen we call on industry to produce vast quantities of defense 
materials, we guarantee a specified price. When, as a part of our 
defense program, we call upon our farmers to produce in greater 
abundance, they are entitled to know that in so doing they will not 
be penalized by falling prices. 

I have pointed out that our population is increasing at the rate of 
2,700,000 per year. As the people improve their standard of living, 
the per capita consumption of food also will gradually increase. 

These facts dramatize the necessity for greater and greater farm 
ate ore This can be insured at fair prices to the consumer only 
»y giving the producers a reasonable opportunity to achieve parity 
of living standards. 

But abundant production can never be obtained if the farmer knows 
that as he produces more and more he will have to sell it for less 
and less. And that is the weakening influence which now is under- 
mining the ability of American agriculture to produce adequately for 
the defense efforts and future population needs. 

I want now to discuss the provisions of Senate bill 2996. 

First, the bill provides that section 101 of the Agricultural Act 
of 1949 be amended to provide a support level of 100 percent of parity, 
instead of sliding-scale minimums down to 75 percent and a maximum 
of 90 percent, for the basic commodities. 

Senator Arken. Mr. Chairman, may I ask Senator Kerr what you 
mean by a “sliding scale”? 

Senator Kerr. Well, now, Senator Aiken, if you do not know the 
answer to that question, I do not know a man in the world that 
could answer it. 

Senator Arken. I just wondered where you got the term “sliding 
scale.” As I understand these formulas, they could just as easily be 
called escalator clauses. I wonder where the term came from. 

Senator Kerr. I must assure you it was not original with me. 

Senator ArkeN. You agree we might just as well call it an escalator 
clause as a sliding scale? 

Senator Kerr. I agree you might give it your interpretation and 
contemplate that as a possibility. As I look at it, the reality of the 
thing reinforces me in the designation of the sliding scale. 

Senator Arken. Well, you only slide one direction. 

Senator Kerr. That is what the farmers found out. 

Senator Arken. Always down. 

Senator Kerr. The farmers found that out. 

Senator Arken. I just got curious where the terminology origi- 
nated, and I did not know but since you had been around quite a lot 
this year you could tell us. 

Senator Kerr. As I said a while ago, I did not originate it, and I 
know of no man better able to answer that question than the distin- 
guished Senator from Vermont. 

As I have already indicated, I believe that farmers are entitled to— 
and should receive—at the very least, a parity of living. Our farm 
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families have made a tremendous contribution to the building of a 
prosperous and secure America. National needs as well as justice 
to farmers require that farmers be enabled to earn a fair share of the 
national income. 

I should point out here that while a parity of prices would give 
farmers a more nearly fair share of the national income, it would 
still be a long ways from giving them parity of income. 

Dr. Louis Bean, the eminent statistician of the Department of Agri- 
culture, has demonstrated that over the past 40 years, parity of prices 
for farmers would have given them roughly only 45 percent of an 
equal share of the national income. He brought out this relationship 
in comparisons of farm and nonfarm income. While there may be 
some uncertainties as to the complete precision and accuracy of such 
comparisons, there can be no doubt that a large gap does exist be- 
tween farm and nonfarm income, even when farmers receive 100 per- 
cent of parity prices. 

Senator ANperson. And right there, is it not true that Dr. Bean in 
using those figures classified everyone living in a rural area, even 
though he worked in town, as a farmer, and if he reported no farm 
income, he put it down as zero for farm income ? 

Senator Kerr. If my good friend from New Mexico tells me that 
is a fact, I would not be a man to dispute it. 

Senator Anverson. I think it is a possible fact, and it would be 
quite impossible—— 

Senator Kerr. I think the figure actually shows today per capita 
income on the farm is less than $900, and the average per capita in- 
come in our country off of the farm is $1,800. 

Senator Anperson. I think that is correct, but I think it is also true 
in obtaining the figure of $900 the Census Bureau classifies people who 
work in town, but happen to live on little pieces of ground from 
which they report no cash income, as getting zero from their farming 
operation and thereby dragging down the farm average income. 

I have been trying for a long time to get the Census Bureau to quit 
counting people who work in town and live in the country as farmers 
for the purposes of income and not include their city income in it. 
They take their farm income and put it in zero and then divide it down 
to show a greater discrepancy. I think we could get a more accurate 
figure. 

I am not trying to question the accuracy of the Senator’s statement 
that the farm people are worse off, because I do feel they have a lower 
rate of income, but I think 45 percent is too far down. 

Senator Kerr. You think that is exaggerating a little for emphasis ? 

Senator Anverson. I would be happy to have the emphasis, but 

Senator Kerr, What figure would the Senator use? 

Senator Anperson. I would not attempt to use a figure. I say I 
do think it is a figure for emphasis. 

Senator Kerr. I go to the Department of Agriculture and the 
Census Bureau to get my figures; and, until others of more provable 
accuracy are furnished, I will have to stand on them. 

The bill also provides that section 101 be amended so as to remove 
the so-called sliding-scale method of price support in favor of a 
permanent and meaningful support level of 100 percent of parity. 
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I don’t subscribe to the theory that we can depend on a decreasin 
level of price support to bring about. reduced | areggge 1% of crops o 
which we have a temporary so-called surplus. The agricultural 
history of the Nation demonstrates how foolish it would be to place 
reliance upon the sliding-scale theory. 

For example, in 1932, after farm prices had been on the toboggan 
for 3 years, farmers harvested the biggest acreage in all our agri- 
cultural history. They harvested that year 371 million acres. at 
was 27 million acres more even than in 1951. 

Senator Anperson. How does that relate to what Senator Young 
has been saying about having to have high prices in order to get 
production ? 

Senator Youne. May I answer that? 

Senator Anperson. Yes. Because I think it is hard to answer. 

Senator Youne. I think I can answer it. 

Senator Anperson. You can show through 1920 on, even though 
farm prices went down, farmers in desperation farmed increasing 
acreages in trying to get enough to live on. 

Senator Youn. May I answer that / 

Senator Anperson. Yes. 

Senator Youne. I farmed during that period when most farmers 
were all broke. They endeavored each year to increase their produc- 
tion a little more to make up for their previous losses and each year 
lost more money. Presently, farmers are in a more favorable financial 
situation. They have learned more about agriculture. They shift 
— now from one crop to another in order to obtain a greater 

yront. 
Senator Kerr. They have learned they can get more by producing 
less; have they not, Senator ? 

Senator Arken. Of course, our worst surpluses and most embarrass- 
ing surpluses came when we had a 52-percent support. True, it was a 
temporary arrangement; I believe approved in 1938. 

Senator Kerr. 1 would say unequivocally I would hope we would 
be deviled with farm surpluses for the rest of our lives, because we 
are going to be deviled olahet with surpluses or shortages, and I want 
to tell you that we are prepared to handle the one far more efficiently 
than the other. 

They tried to make up for deflated prices by inflated production. 
The result was a further price collapse. 

That is why our farm program would be strengthened if it were 
relieved of reliance on the fallacious theory of the sliding-scale method 
of support. 

Another amendment would be provided by adding a new section 
to the end of section 2, title I1, of the Agricultural Act of 1949. 

This section would provide support at 100 percent of parity for 
wool, hogs, eggs, farm chickens, beef cattle, whole milk, and butterfat, 
respectively, beginning with the marketing year or season commencing 
in 1953, or such earlier date as the Secretary of Agriculture may de- 
termine. 

In addition, it would provide 100 percent of parity for soybeans, 
flaxseed, dry edible beans, and rye, beginning with the 1952 crop. 

Senator Arken. Mr. Chairman. [To Senator Kerr:) I wonder if 
I could ask Senator Kerr, how you would handle these crops if sup- 
ported 100 percent. 
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Senator Kerr. I will try to finish this statement within 1 minute 
and then answer it, and what further time I take will be taken by the 
committee rather than by me. 

The Carman. Provided you do not argue, Senator. 

Senator Arken. I think it is important to know how you would 
handle it if supported at 100 percent. 

Senator Kerr. If you refer to the bill, it authorizes the Secretary 
to handle it by loans, purchases, or other methods now provided under 
existing law. 

Senator Arken. It would have to be purchased ; would it not? 

Senator Kerr. A lot of it would have to be purchased. Indeed it 
would. 

Senator Arken. That is right. 

Senator Kerr. Yes, sir. 

I want at this point to direct your attention to an error in the copy of 
the bill which included rye in subsection ¢ instead of subsection b. 
As I have already indicated, rye would be included with those crops in 
subsection b for which support at 100 percent of parity would be pro- 
vided beginning with the 1952 crop. 

Section ¢ would provide that support for grain sorghums, barley, 
and oats would be supported at a levei equivalent to 100 percent of 
the parity price for corn on the basis of comparative feeding value. 
I think it is desirable that the support prices of feed grains be kept in 
the same relationship as their respective feeding values. Support for 
these crops would begin with the 1952 crop. 

The last amendment provided in bil] 2996 would provide that the 
parity-price provisions for the basic commodities and for grain 
sorghums, barley, oats, and rye shall reniain unchanged after Decem- 
ber 31, 1953. As presently provided in the Agricultural Act of 1949, 
parity-price computations in the manner used prior to enactment of 
the act will be terminated at the end of 1953. 

I believe that the amendments included in bill 2996 are well de- 
signed to strengthen the weaknesses that now exist in our present farm 
program. 

Some folks have asked me why the provisions included in my pro- 
posed amendments could not be carried out under the discretionary 
py granted to the Secretary of Agriculture under the 1949 act. 

say to you what I’ve said to those who have raised the question : 
Maybe the Secretary could do that if we gave him sufficient funds 
and eliminated some of the limiting language of the act. 

But the main point is that farmers cannot afford to have such a 
serious matter rest on the discretionary decisions of future officials 
who necessarily are unknown in advance. Farmers tell me—and I 
agree with them—that they want and need solid, written assurance of 
price supports spelled out in the basic legislation. 

This year, in order to meet the greatest needs in the Nation’s history, 

we are asking farmers to produce more than they have ever produced 
before. 
_ In view of the weak condition of farm prices and the weakening 
influence they already are exerting on the agricultural production 
effort, it is imperative that we improve and strengthen the price-sup- 
port system without further delay. 

I thank you very much, Mr. Chairman. 

The Cuarrman, Any questions? 
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Thank you very much, Senator Kerr. 
Mr. Patton? Would you give your name in full for the record 


and identify yourself ? 


STATEMENT OF JAMES G. PATTON, PRESIDENT, NATIONAL 
FARMERS UNION 


Mr. Parron. Mr. Chairman, my name is James G. Patton. My ad- 
dress is Denver, Colo. I am president of the National Farmers Union. 

Mr. Chairman, we have a rather lengthy statement. We decided to 
yrepare a careful statement of our presentation. I wish to file that, 
if I may, and to make some summary remarks. 

The Cuatrman. That will be agreeable, I am sure, to the committee. 
The whole statement will be printed in the record at this point with 
the understanding that you shall summarize it now. 

(The statement referred to is as follows:) 


STATEMENT FILED By JAMES G. PATTON, PRESIDENT, NATIONAL FARMERS UNION 


The farm price-support legislation, programs, and activities of the past 22 
years have done a great deal to maintain a productive agricultural plant that has 
produced an increasing abundance of food and fiber through two decades of de- 
pression, drought, war and postwar. 

These programs have enabled farm families on adequate family farms to escape 
the worst consequences of depression and provided the basic foundation of 
assured income which has allowed farm families to put to good use their own 
hard work and intelligent management in adopting improved varieties, breeds, 
cultural methods, and management practices. The continuous availability of 
farm price-support programs have given the income assurance necessary to enable 
farmers successfully to participate in the other significant action-type farm 
programs such as improved credit through Farm Credit Administration and 
Farmers Home Administration; rural electric and telephone cooperatives; crop 
insurance; agricultural soil and water conservation; and the others. 


SUSTAINED FARM PURCHASING POWER PREVENTS DEPRESSIONS 


As you will recall, prices received by farmers for the things they sold dropped 
from an index of 285 in 1947 to 247 in June of 1950. During the same period 
prices paid by farmers dropped only 2 percent, as compared with the 16-percent 
drop in prices received. Prices received by farmers, and consequently their 
income and purchasing power, would have dropped even further if the support 
programs had not been available to cushion the shock and stop the downward 
plummeting of farm prices and income. 

Falling purchasing power of farmers would have been quickly reflected in 
fewer purchases of farm machinery, supplies, and other capital goods. This 
would have reduced sales of merchants and other suppliers in farm areas, forcing 
these businessmen to reduce inventories and cancel orders. The minor recession 
of late 1949 and early 1950 might well have become a severe depression if it had 
not been for the farm price-support program and related economic stabilization 
measures that have been established over the past two decades. 


FARM FAMILIES ON FAMILY FARMS—BULWARK OF DEMOCRACY 


Provision of definite price and income assurance to American agriculture by 
specific legislation is important to national welfare in a great many ways in 
addition to farm family well-being and maintenance of farmers’ purchasing 
power. The paramount interest of the rest of our Nation in agricultural affairs 
and farm policy is (1) the vital importance to democracy itself of family farms 
and (2) the inescapable necessity of a sustained production of an ever-increasing 
abundance of food, fiber, and biological oils. The health of agriculture is im- 
portant to the national best interest first because the family farms of the Nation 
make up the major bulwark of democracy. 

The existence of family farms, and of independent professional people, and 
owner-operated small business and industry is a balancing force in our national, 
social and political structure that is vital to the stability, preservation, and 
strengthening of representative government. 
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The family farm is not only the most efficient unit for organizing agricultural 
enterprise but it also makes a great contribution in reducing tension and conflict 
along economic group lines. It is important to our way of life and to our form 
of government to maintain within our society these sizable groups where the 
same person and the same family combines the economic functions of owning, 
managing, and laboring. We must continue our historic policy of encouragement 
to family farms in this country. Our farm price-support laws should contribute 
to this great national objective. 


FOOD AND FIBER NEEDS 


Facts now available to us from the 1950 census and other sources reveal the 
fact that we are, during these years, witnessing the end of an era in the agricul- 
tural history of this Nation. For three decades past we have been going through 
a period when the major problems of agriculture seemed to be those of so-called 
surplus production. It is now abundantly clear to anyone who studies the 
emerging facts that the years ahead will be a period when a major problem 
facing the Nation will be to make wise decisions to be sure we have enough 
food and fiber to meet our foreseeable requirements. Evidence is accumulating 
that the Nation must give added emphasis to a deliberate policy to obtain the 
production of an ever-increasing abundance of food and fiber to meet not only 
needs of the mobilization emergency in the years immediately ahead, but also 
to assure adequately that we will be able to produce enough food for future 
generations. 

NATIONAL FARM PRODUCTION GOALS FOR 1952 


Table I, attached, abstracted from a USDA report of March 20, 1952, indicates 
the serious nature of the prospective situation in 1952. The figures in column 
D are the ones that deserve most sober reflection. They show the extent to which 
“farmers’ intentions to plant” fail to come up to national production goals, 

The 1952 production goals shown in column B could not be set so as to meet 
total need. The need was greater than could realistically be expected for the 
year just ahead. So, figures on need were shaved down several times to fit the 
total picture into a framework of what could be expected if optimum but attain- 
able production conditions could be assured. 

Farmers as well as the Nation generally were shocked to learn the extent to 
which “intentions to plant” fell below production goals. There are several points 
of great significance to price-support legislation revealed in comparing “farmers’ 
intentions to plant” (column C) with the production goals figures (column B). 


TaBLe I.—Planted acreage comparisons, United States 
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! BAE Winter Wheat and Rye Report, Dec. 19, 1951. 

2 Assuming the usual relationship between acreages for all purposes and acreage for grain. 
3 1952 solid equivalent acreage adjusted for the percen harvested for beans. 

‘ Tame hay goal plus BAE 1951 acreage of wild hay in the 21 States where estimated. 
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Intentions to plant or produce fell furthest below goals for those commodities 
for which no definite price or income support assurances are provided in exist- 
ing price-support legislation, the feed grains—barley, 76 percent; grain sorghum, 
77 percent ; potatoes, 93 percent; edible beans, 81 percent. And as will be pre- 
a in more detail later, the same situation has developed with respect to hogs 
and eggs. 

There used to be billboard advertisements warning the public that “coming 
events cast their shadows.” These intentions to plant and produce reports, 
falling so far below produciton goals, is the shadow cast ahead by what could 
Well become, first, a depletion of feed grain supplies and later a severe meat 
shortage after foundation herds of hogs, cattle, and sheep are depleted by quick 
sales to escape the penalties of feed and manpower shortages. 


THE FEED-GRAIN SITUATION 


If the lack of definite price assurances keeps farmers in the position of having 
to carry out their present intentions to plant, this will mean a still further 
redduction in already dangerously low feed-grain supplies. The feed-grain 
supply for 1952-53 is expected by the Bureau of Agricultural Economics to be 
6 to 9 percent smaller per animal unit than in the years 1948-50. 

This situation is even more serious than it appears on the surface. Tech- 
nological development, improved methods in livestock production, are always 
in the direction of increased feeding per animal. Animals of better breeds with 
improved management can economically utilize greater quantities of feed per 
animal unit. The expected feed-grain situation, unless we do something to en- 
courage farmers to plant and grow more feed, is thus in exactly the wrong and 
the dangerous direction. The expected acreage of feed grains is 9 million acres 
less than the goals called for. It has been reliably reported that, if our present 
livestock and poultry population had to be fed out of the feed grain carry-over, 
there would be only enough feed grain next fall to last 6 weeks. 

The Department of Agriculture, through its various agencies and the Pro- 
duction and Marketing Administration farmer committees, has taken aggressive 
and farsighted direct action to inform farmers of production goals for feed 
grains and is offering every assistance that limited appropriations and existing 
price-support laws will allow. But the fact remains that, without definite price 
assurance, farmers cannot afford to undertake the risk of financial disaster that 
might come from a sudden drop in consumer purchasing power in the face of 
bumper harvests. 


THE POTATO LESSON 


The serious implications of the feed-grain situation are given added sig- 
nificance in light of recent developments with respect to potatoes. All taxpayers 
are consumers, and most consumers are taxpayers. There is an old-folk saying 
that only two things are certain, taxes and death. But one shonld hasten to add 
(1) it’s nice to have the income to be able to owe income taxes, and (2) one must 
eat to keep from dying before his time. 

So, when we look at this proposition of the cost of farm price supports to 
consumers and taxpayers, the potato case seems to indicate that the correct 
question is “Can we afford not to have price supports?” and not “Can we afford 
farm price supports?” 

Since the taxpayer and the consumer are one, we can consider their cases 
jointly. And in this consideration the case of Irish potatoes is instructive. 

As you will recall, perhaps vividly, there was a time not so long ago that we 
had a mandatory price-support program for potatoes, not a fully satisfactory pro- 
gram by any means, but at least a definite assurance that the price of potatoes 
wouldn't drop to nothing in case of a heavy yield. As you will remember there 
was some outcry about the cost of the program. So a law was passed making 
the potato price-support program inoperative. 

In 1950, the last year of potato price supports, the Government did have to 
buy up some of the potatoes and take them off the market. This cost the Govern- 
ment about $65 million. Consumers bought the rest of the potatoes that were 
marketed for a retail cost of about $610 million. Government cost plus grocery- 
store cost of potatoes for the 1950 crop of potatoes, what all of us as consumers 
and taxpayers paid for potatoes, was $675 million. 

A year later, without the assurance of a price-support program, farmers re- 
duced their potato plantings from 1.7 million acres to 1.4 million acres, appar- 
ently applied less fertilizer and insecticides, and had a little bad luck with the 
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weather. The total production of potatoes fell from 430 million bushels in 1950 
to 326 million bushels in 1951. 

Result was that the retail price of potatoes in many places doubled from the 
winter of 1950-51 to the winter of 1951-52. Consumers (taxpayers) will pay 
approximately $810 million for potatoes this year, or $125 million more money 
for a crop of 104 million bushels fewer potatoes. 

As a matter of fact, potatoes are right now so scarce and the retail price is so 
high that the produce men are now importing Spanish potatoes into this country 
for the first time since the memory of living men runneth not to the contrary. 

The potato lesson is clear. As imperfect as was the earlier potato price-support 
law, it turned out to be a better bargain for consumers and taxpayers, as well as 
for farmers, than was the situation a year later without price supports. 

If what the Nation needs in the immediate future and in the longer run period 
ahead is an increased abundance of food and fiber at reasonable prices, the 
potato lesson seems to be that we had best provide to farmers the assurance of 
definite price-support legislation. Moreover, such legislation should encourage, 
rather than discourage, abundant production to meet current needs and accumu- 
late safety stockpiles. This experience indicates (1) an improved potato price- 
support program should be reinstituted by law and (2) that we should not subject 
other commodities to the price we have had to pay for the potato mistake. 


THE HOG AND BGG SITUATION 


The members of your committee, I am sure, as well as those of us in Farmers 
Union, have been concerned by the recent price and production developments with 
respect to eggs and hogs. 

Disastrous prices drops have occurred in the past half year for both these im- 
portant food commodities. Farmers have lost money on both. They cannot 
afford to stay in production on that basis. So what do they do? What would any 
of us do in the fact of such priceg? They wil! breed and farrow fewer sows; the 
size of the spring and fall pig crops will drop. Fewer hens will sit and hatch 
eggs. Fewer chicks will be bought, and fewer of those will be held to add to the 
laying flock. Farmers will cull present laying flocks more deeply. Result: few 
few pigs, fewer hens, less pork, less eggs to meet the needs of increasing consumer 
demand. This is a price-and-income impediment that is added to such pressures 
in the same direction as the cost increases of labor and supplies and the un- 
certainty and risk involved in our dwindling and depleted feed-grain supplies. 

The recent price declines in eggs and hogs caught farmers at a time when 
they had no definite price-support assurance in law and, no fully workable price- 
support methods had been authorized for use by the executive branch to imple- 
ment supports. Result was that egg and hog prices plumented to whatever levels 
temporary economic conditions required. 

Egg and hog proditcers buy farm machinery and other supplies in fully pro- 
tected markets with administered prices. They find the prices of their eggs and 
hogs determined not by the producers nor even consciously by consumers, who 
could be expected to consider the effect of present prices on future supply and 
price, but by blind and sometimes brutal economic forces. 

The outcome is bound to be an immedate financial loss to farmers and a long- 
term food loss and higher food prices to everyone. 


THE FIFTH PLATE 


We have just been discussing (1) farmers’ inability under present legislation 
and circumstances to see their way clear to plan to attain national production 
goals, (2) the growing and impending more serious feed-grain shortage, (3) the 
warning of the potato experience, and (4) recent development with respect to 
hogs and eggs. All of these are immediate problems. They are problems we 
must solve now by every means we can, including changes in existing price-sup- 
port legislation. These situations also show direct implication to the longer- 
term food and fiber situation and are a strong warning of the greater dangers we 
face if remedial action is not initiated. 

Production of food and fiber in continually increasing abundanee seems to be 
essential not only for the near future of the immediate mobilization period but 
also for the longer term period of world tension and increasing United States 
population and expanding economy that lies ahead. World conditions may turn 
out to be such that we may not have to further increase armanents after we have 
built up to a plateau of increased production, but it is apparent that the period 
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of tension will continue indefinitely and require the Nation to remain on a high 
plateau for as long as we can now see at all clearly into the future. 

This fact, coupled with the annual population increase in the United States 
of 2% million persons per year, means that we must arrange our agricultural 
affairs so that we can be assured of sufficient farm people and other production 
ability and resources such that we can produce a sustained and ever-increasing 
abundance of farm products. 

By 1975, even if we make no allowance for the increased per-person consump- 
tion that is bound to develop out of an expanding economy, we shall have from 
one-fourth to one-third more people to feed. We shall have to fill at least a 
fifth, and maybe also a sixth, plate for each four we are filling now. This will 
be required just to meet the needs of the 190 to 210 million people that the popu- 
lation experts expect in this country by 1975. 

To meet this need, farm price supports and other agricultural programs must 
be adapted to encouraging and assisting farmers to (1) adopt new tecnology 
at an even more rapid rate than in the past; (2) make use of most productive 
and efficient methods; (3) apply greater quantities of better fertilizers, bug 
killers, weed killers, and pasture improvements; (4) conserve their soil and 
water resources while improving their productive ability and using them for 
maximum current production; and (5) provide sufficient income to keep down 
on the farm the kind of people that have the stamina, management ability, and 
courage to face the risks of wheather, storm and flood and adopt increasingly 
more complicated production methods and management tasks. 


THE FAMILY FARM IN NATIONAL ECONOMY 


Abundant production and safety reserves of food and fiber, which are impera- 
tive of Nation-wide significance to all the people, must not be allowed to so 
depress the returns to farm families that they defeat their own purposes. The 
only way this can be prevented is to provide by law the kind of farm price 
supports that will not penalize abundant production. 

We as a nation must recognize the peculiar economic circumstances imposed 
by the Nation’s economic growth and development upon the farms of the Nation. 
American agriculture is made up of millions of competing individual farms, no 
one of which, by its own managerial decisions, can determine or greatly affect 
the prices at which the products are sold, nor prices that must be paid for pro- 
duction items or family living goods. Nor can farmers acquire very much control 
over price through combination into voluntary groups. By establishing coopera- 
tives, farmers can, of course, reduce purchasing and marketing margins but are 
powerless to raise or lower the general level of prices. 

If American agricultural policy is not to go the extreme scarcity, monopolistic 
route, it means that farmers must call upon government to assist them in their 
efforts to obtain price and income assurances that business, labor, and industry 
are enabled by other laws to provide for themselves. By reducing American 
agriculture to a few extremely large farms under centralized control on the col- 
lectivist pattern, it would be possible by using monopolistic pricing policies to 
extort from consumers and the rest of the market exorbitant sums for food and 
fiber. Farmers Union is violently opposed to this approach to agricultural policy. 

Instead, Farmers Union favors farm price-support legislation adapted to realis- 
tic economic circumstances of family-farm agriculture. The economic environ- 
ment of family farms is conditioned by two powerful forces, the first deriving 
directly from the basic structure of our economy and the second arising from the 
mobilization emergency and expected continuation of international tension. 

Most of industry is so organized that a very large proportion of the total pro- 
duction in any one field is controlled by a very small number of firms, often 
not more than four. This means that the management of those firms can reduce 
production and maintain sales prices. 

This opportunity of big industry to control production and price is even 
greater in this period of mobilization and international tension when a sizable 
proportion of industrial production ig being channeled into military rather than 
civilian channels. Extraordinary governmental expenditures required by world 
conditions keeps demand heavy at a time when but little more and sometimes 
even less production is available for civilian use. This means that big industry 
even more than ordinarily is enabled to maintain and increase price and profit 
margins. 

For example, in 1951, the steel industry made $2 billion in profits, a figure 
that is twice as large as the premobilization year of 1949 and half again as great 
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as in 1950. Profits of all corporations in 1951 were $4414 billion, compared to 
$28.3 billion in 1949 and $41.4 billion in 1950. These are the before taxes figures, 
which is the same manner in which farmers’ income figures are reported in official 
publications. 

Big industry is matched, properly, I think, by organized labor. Benefiting 
from laws that protect the right to organize and bargain collectively, labor has 
become able to demand and receive decent wages. Farmers Union is glad that 
labor is able to do so. The bargaining power of organized labor is even further 
enhanced in the mobilization period by the absence from the labor force of about 
3% million men and women who are in the Armed Forces. 

Thus two big segments of the economy are operating under conditions whereby 
they can do a great deal to determine their price by regulating supply, even 
under normal conditions, a situation of bargaining strength that is enhanced by 
the civilian scarcity circumstances attendant upon the mobilization emergency 
and continued world tension. 

Farmers, on the other hand, produce products almost solely for human con- 
sumption—food and fiber. And human beings use food and clothing whether 
they are in the Army or not. Sure, they use a little more in the Army, but there 
is no sterilization from the civilian economy of any such a high proportion of 
the total production as is true in the case of the industrial and labor sectors. 

The result is that farmers either must call on Government for protection or 
must accept a situation where they buy their production and family needs in a 
protected scarcity market and sell their output in a freely competitive mass 
market over which they have no control. 

With the two largest segments of the economy taut and brittle, the only give 
is the freely competitive farm segment. And, in the absence of farm-price sup- 
port and other measures, this requires farm operators and their families and 
farm laborers to absorb all of the rigors of the ups and downs that may beset 
the economy. Without price- and income-support measures the farmer is ground 
between the upper and lower millstones. A slight jar to the economy as a whole 
can mean financial disaster for the farmer, as the falling prices of 1947-50 
might have done except for the delaying action of the Steagall amendment and 
title I of the Agricultural Adjustment Act of 1948. 

After 1949 broad price-support assurance was provided by the Secretary of 
Agriculture within his discretionary authority under the law. But farmers 
cannot rest their future on merely discretionary legislation. They require the 
more solid footing of mandatory price protection. Farmers want and need 
definite mandatory price supports to be written outright in the legislative lan- 
guage of the law. 

THE FARM MANPOWER SITUATION 


Another very realistic consideration of direct interest to consumers and busi- 
ness people and to your committee is the growing shortage of farm manpower in 
many of the areas of heaviest farm production. The current farm manpower 
situation is sometimes confusing to people who are not intimately acquainted 
with the different situations in rural America. The production of an increased 
abundance of farm commodities is seriously endangered by two different man- 
power developments, the general descriptions of which appear on the surface to 
be mutually inconsistent. 

These situations are (1) an increasingly severe drain of manpower from 
heavily producing, fully adequate family farms and (2) the existence in our 
agriculture of over 2,000,000 farm families who, because they cannot obtain 
necessary technical assistance and farm credit adapted to their needs, do not 
have the improved methods, capital resources, and farm-land improvements 
required to make fullest use of their family labor. 

Both of these manpower situations exist in rural America. Both must be 
solved if we are to provide adequately for sustained production of abundant 
food and fiber. However, underutilized farm family labor on the farms of one 
area does not solve or alleviate severe farm manpower shortage on more highly 
developed family farms in other areas. 

To increase the productivity and income of farm families on inadequate family 
farms requires the provision of greatly increased technical assistance and 
credit services, a problem not facing this committee in these hearings. But it is 
one on which a much larger effort than now in action should be instituted at 
the earliest possible date. 

The manpower problem on high-producing family farms is of direct imme- 
diate concern to your committee in these farm price-support hearings. The 
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impelling relevance in this: Farm workers and potential farm workers are not 
only being taken by selective-service calls, but even larger numbers are being 
attracted to urban industry by expanded job opportunities with short hours and 
wage rates that are higher than farmers can afford to pay if they are to continue 
to be faced with a risk that farm prices will be allowed to drop below the parity 
level. 

Reports of Farmers Union members and officials, like those of the county 
agricultural mobilization committees of the Department of Agriculture, indicate 
that the volume of farm production in 1952 is going to suffer because of the loss 
of trained manpower. The severity and seriousness of this situation will be 
even greater in 1953 and later years if we do not, as a nation, close the gap 
between urban wages and farm wages and between urban income and farm 
income per person, 

On January 1, 1952, hired farm laborers received an average of $35 per week 
without board and room. In the same month the average weekly earnings of 
production and related workers in all manufacturing was $66.79 per week without 
room and board. The same figure for workers in durable-goods manufacturing 
was $71.93, and in building construction about $84 per week. Workers in retail 
trade, the poorest paid of any urban workers reported in Economic Indicators, 
a report prepared for the Joint Committee on the Economic Report, was about 
$49 per week. or one-third higher than hired farm workers. 

While these figures are not strictly comparable in some respects, they do serve 
to illustrate the problem we are discussing even though they may not exactly 
measure the magnitude of the problem. This discrepancy between farm and 
urban wage rates continues to exist in spite of the fact that farm wages in 
January 1952 were four times as high as in 1939, while industrial wages were 
only three times higher in 1952 than in 1939. 

During the period from 1939 to 1951 total employment on farms dropped by 
1.7 million workers. The net drop from March 1951 to March 1952 was approxi- 
mately 200,000 workers, including farm family members, 

Several recent scientific studies by university research people, including those 
at the University of Chicago, indicate conclusively two points that are of vital 
significance to the price support deliberations of your committee. One of these 
is that, under conditions of 1950, hired farm laborers actually received a greater 
income per hour of labor relatives to urban workers than did farm operators 
themselves and members of their families. Second, both hired farm laborers and 
farm operators receive a much lower return for an hour's labor than do urban 
people after every conceivable adjustment is made in the figures. 

Our point is not that the real incomes of urban people are too high. As a 
matter of fact, we hope the Nation will be able to double, in the next 25 years, 
the per-person real income of urban people. We're for that, but the point is 
farm operators and their families and hired farm workers must share in this 
general increase in real incomes and also make up the present farm-urban gap 
if we are to keep enough skilled managers and laborers in agricuture to fill 
the increasing food and feed needs of the Nation. To do so, the protection of a 
fully adequate and definite farm price- and income-support program is absolutely 
essential. 

Farm operators, when they make up their annual farm plans, must have some 
assurance of what they can depend upon in the way of sales prices before they 
can take the risk involved in laying out the costs for heavy applications of 
fertilizer and insecticides and undertake to pay high enough wages to attract 
and hold needed experienced workers on the farm in competition with the 
attractive offers and recruiting campaigns of urban industry. 


FARM TIMBER SALES 


Farmers Union is also concerned by what it observes to be happening in the 
pulpwood-price situation. More than 34 million farm families have wood lots 
on their farms, and about the only product for sale by an additional 1 million 
small rural landowners is forest products. These small wood lots average only 
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62 acres in size but provide an important part of the income of these farm 
families. Moreover, they account for 76 percent of all the privately owned forest 
land in the United States. 

Using modern technology, almost all species of trees can and will be used 
for pulpwood, the hardwoods included. All farm families who have wood lots 
are therefore presently or potentially concerned with the pulpwood-price situa- 
tion. The record is disturbing. Figures from the United States Statistical 
Abstract based upon Bureau of Labor Statistics reports and other official data 
indicate that, while pulpwood prices received by farmers in 1952 is only 45 
percent above the average in 1946, prices paid by forest landowners for all 
commodities were up by about 60 percent. But strangely the price of paper and 
other pulpwood products was up 75 percent. 

The implication of these figures is clear. Somebody in the pulpwood process- 
ing and marketing chain was able to depress pulpwood prices to farmers to a 
much lower level than the general level of prices, while at the same time jacking 
up the sale price of the products made from pulpwood well above the general 
level of prices. This is the kind of circumstances that require price-support 
protection for farmers, 


ECONOMIC POSITION OF WORKING FARMERS 


The economic position of working farmers is concisely and dramatically de- 
scribed by the two tables of figures presented below. 

Table II shows that farm production is stable and increasing over the years 
with prices fluctuating drastically. In the industrial segment prices remain 
stable, and increase over the years, while production is caused to fluctuate up 
and down. The prices farmers receive for what they sell are so little, while 
the prices they pay for the things they buy are administered to a high level 
by pushing industrial production up and down. Look at 1932. Farm produc- 
tion stayed up; farm prices fell; industrial production dropped; industrial prices 
stayed up. 

Table LILI shows the results of this situation on farmers’ net income. If these 
figures were divided by the index of the prices farmers have to pay for family 
living goods, the results would show the purchasing power of farm families 
suffers even more than the net-income figures. For example, farm family pur- 
chasing power in 1951, even with a higher net income in dollars, was less than 
any years since 1941. 

The preceding discussion and these figures seem to mean about this: By 
forcing working farm families into a very untenable economic position, the 
Nation is subjecting itself to a very grave risk to its immediate and longer run 
future food and fiber supply. 
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Tasie II.—Agricultural and industrial production and prices, United States, 
1913-51 


{Index numbers, 1935-39— 100] 
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TasL_e III.—Gross farm income, net income, and production exrpenses of farm 
operators, United States, 1910-51 


[Millions of dollars] 





. Realized net 
Year income from | 
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| Realized net 
Year | income from 
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ee a Ne 5, 766 || 1948.-.-__- 15,7 
| Nala ei 5,609 || 1949........__- 13, 502 
LL eR 6, 130 || 1950. 12,7 
SE a Sees J *' ) ea _e 15, 250 


' Includes Government payments. 

2 Preliminary estimates as of September 1951. Estimates made after the end of the year may vary from 
these by several hundred -nillion dollars either way. Attention is also called to the fact that the estimates 
are of income realized during the year; that is, they do not include changes in inventories. 


SPECIFIC FARM PRICE-SUPPORT RECOMMENDATIONS 


Present price-support legislation is poorly adapted to the problems of the 
future as we see them., The first defect is in the parity-price formulas them- 
selves. The major parity formula in existing law has a built-in 10-year moving 
average that unduly penalizes the abundant production of many of the very com- 
modities that we now need in greater supply, among them cotton, and the feed 
grains and wheat. 

This 10-year moving average operates so that if a commodity sells at an 
annual average price of less than the average relative price of all farm commodi- 
ties, the parity price of that commodity is pulled down. The theory behind 
this was that in a period of surplus farm production this gradually lowering 
of the parity price would be a warning to farmers to go out of that kind of 
production into some other commodity. 

However well that theory may or may not apply to a surplus situation, it is ill- 
adapted to the scarcity situation that faces us. Here’s what happens. 

To meet national needs, the Government must call on farmers for increased 
production of a certain commodity. If farmers respond to patriotic urgings 
and increase their production of that commodity beyond what it would other- 
wise have been, the result is, if several generations of economists are not all 
wrong, that the price received by farmers will be lower than it would have 
been without the increased production. 

Now the decreased price in the year of increased production might not be 
so bad if the value of the increase more than offsets the price drop. But with 
the 10-year moving average in the formula this lower price gets incorporated 
into the parity-price calculation and has a depressing effect upon parity price 
and support price of that commodity for the 10 years following. 

Then when a short-crop year comes along owing te partial crop failure, say 
7 years later, coupled with a temporarily depressed consumer purchasing power, 
the lower parity and support price, that resulted from the abundant production 
of 7 years earlier, holds down the price received by farmers in the short-crop 
year. Coupled with the short crop this would greatiy reduce farm-family income 
from that commodity. 

But this is not all, the 10-year moving average is also bad in another way. 
It is a matter of common sense and good judgment for the Nation to accumu- 
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late a safety stockpile of storable farm commodities against emergencies, par- 
ticularly in a period such as we are going through now. However, these accu- 
mulated stockpiles, inevitably, have a depressing effect upon market price. Here 
again the 10-year moving average makes national common-sense work against 
farmers and consumers by discouraging abundant farm production. The price 
effects of the stockpiles actually work against the object of accumulating the 
stockpiles in the first place. 

Such stockpiles with such a parity formula provide a measure of temporary 
safety. But, if through the working of the 10-year moving average in the parity 
formula, they penalize abundant production for a full decade, they defeat their 
cwh purpose. The point is we need to improve the parity formula or system 
of formulas to prevent this, not to eliminate the safety stockpiles. 

The same point is even more true of the provision in the law which allows the 
support price of a commodity to drop as its supply percentage increases. Taken 
in combination with the 10-year moving average, this provision puts the pa- 
triotic farmer in this position. The more he produces to meet the needs of in- 
creased population and national farm production goals, the further he de- 
creases the percentage support level. This lewers his current price. The 
lower price gets incorporated into the 10-year moving average and depresses 
parity price and support for that commodity for 10 years following. 

Now if farm production could be manufactured out of thin air, as the saying 
goes, this sort of situation might be all right for consumers. But modern 
family farming is costly and modern farm family living requires considerable 
cash. 

There was a time in many of our lifetimes when if hard times came the 
farmer could just tighten his belt let his family de without new clothes and turn 
the mules or horses out to pasture and plow them even if they did get a little 
skinny. Various scientific studies by different agricultural experiment sta- 
tions show that 40 years ago a farm owner could afford to lose his annual 
operating expenses for 12 or 15 years hand running without losing his farm. 

But modern farming isn’t like that. Modern family farming makes use of 
the latest technological and mechanical developments. They require petroleum 
products, purchased electricity, and spare parts to keep them operating. You 
can't just turn a tractor out to graze. It must have fuel if it’s to be kept run- 
ning. These same studies mentioned above indicate that a farm owner's entire 
investment would be wiped out in just 3 or 4 years if he lost his production 
expense for that long in succession. 

If successful family farming is to be sustained the income realized from the 
sale of products must be large enough to provide for (1) farm family life at 
a parity standard of modern living (otherwise farm families will seek other 
employment and dangerously reduce the numbers of people engaged in the pro- 
duction of food and fiber); (2) cover cash operating costs (else the family 
can’t make a crop next year or repay its operating credit loan); (3) replace 
used-up machinery and equipment (otherwise production stops); (4) return 
the capital investment or repay the real-estate mortgage (otherwise the family 
loses the farm) ; (5) pay taxes; (6) and to conserve the soil and water resources 
(otherwise the land disappears and both the family and future consumers 
suffer). 

Delegates to the Fiftieth Anniversary Convention of National Farmers Union 
considered these points carefully and adopted a statement of basic principles 
which Federal farm price support legislation should include. This statement 
of farm price support principles is attached to this statement as appendix A. 
Also included in appendix A is a tentative draft of legislative language for the 
complete Farmers Union farm price support program. 

However we realize that probably not enough time remains in this session of 
Congress to fully consider all of the improved principles included in the Farmers 
Union program. While we hope that our complete program can be given careful 
consideration in subsequent sessions we are convinced that in the time remain- 
ing in this session there is an imperative need to adapt existing legislation to 
meet mobilization needs and take steps toward a completely improved program. 
There is a minimum of such legislation that must be adopted at this session of 
Congress to make the present law consistent with the national need for a sus- 
tained continuously increasing abundance of farm production. 

Much of the minimum list of changes is incorporated in one or another of the 
bills before your committee. Farmers Union commends the authors of these 
bills. We also wish to commend the chairman of your committee and its mem- 
bers for opening hearings on this important subject at this time. The minimum 
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list of changes that Farmers Union urges in existing price-support legislation at 
this time include the following: 

1. Adoption of an improved parity price formula for the so-called basic com- 
modities or the indefinite extension of the system of formulas now provided for 
basic commodities but which is due to expire at midnight December 31, 1953. 

2. Adoption of an improved parity price formula for nonbasic commodities or 
the extension of the “basics” system of formulas indefinitely for nonbasic as well 
as basic commodities especially for feed grains, beans, and oil crops, as well as 
livestock. 

3. Provision of definite mandatory price supports at an adequate parity level 
for the basics—cotton, corn, wheat, peanuts, rice, and tobacco; for the feed 
grains and oilseeds; for edible beans; for the designated nonbasics dairy prod- 
ucts, wool; for eggs, poultry, livestock and livestock products, and for potatoes. 

4. Authorization of parity payments, or some other workable method, to sup- 
port the returns to producers of perishable commodities that cannot economically 
be put into storable form. 

The provisions of S. 2996 meet these minimum requirements except it does 
not authorize parity payments nor provide a support program for potatoes, This 
bill incorporates substantially all of the amendments included in S. 450 and 
S. 2115, but goes much further as is indicated in tables IV and V. 

Table IV shows, in the different columns, what would be the legal parity prices 
of different commodities under the Agricultural Act of 1949 and under the dif- 
ferent bills now under consideration by your committee. S. 450 would not 
change any of the parity price calculations under present legislation and no 
column is shown for 8. 450. 


TABLE IV.—E/ffective parity price under different bills on basis of Jan. 15, 1952, 
relationship 


Existiag legisiation 


Commodity and unit 8. 2115 8 2006 
1952 1954 
formula formula 

aes . “+ pound $0. 3435 $0. 3358 $0. 3435 $0. 3435 
_ See - ental -bushel __; 2.45 2.12 2.45 2.45 
Rice_. ote hundredweight 5. 60 5. 60 5, 60 5. 60 
Corn. .. bushe, 1. 78 1. 62 1.78 1.78 
Peanuts ; : pound . 133 . 109 133 132 
Butterfat.. .._. . do... . 766 . 766 . 766 . 766 
Milk, wholesale 7 hundredweight 4.82 ; 482 4 82 4.82 
Wool. __- snagae round . 608 603 603 . 603 
ecient duis cits inpnsingatigmicy salted ..bushel _ | 1.73 1.73 1.73 1.73 
Hogs. ._.-. hundredweight 21. 50 21. 50 21.50 21. 50 
Seas ‘ _dozen . 07 . 497 . 07 . 507 
Farm chickesn pound . 307 307 | 307 | 307 
Beef cattle _- . hundredweight__| 21.10 21.10 21.10 | 21.10 
Soybeans .............-..-. ; bushel... 2. 87 2.87 2.87 | 2. 87 
Flaxseed. ......... — a (we 4.74 4.74 4.74 474 
Dry edible beens hundredweight 9. 18 o18 9. 18 9. 18 
Grain sorghum -. -. do 2.85 | 255 2. 55 3. 35 
Barley siphabeenh bushel 1.45 .38 1.45 1.71 
SEE do . 44 913 . 913 1.11 
Siiiéa > taudeestectass do... 1. 69 . 68 1. 69 1.99 











As you can see from table IV, the parity prices for the basic commodities, those 
at the top of the list, would be the same under S. 2115 and S. 2996 and somewhat 
higher than the 1954 prices under present legislation. 

Parity prices, under S. 2996, of nonbasic commodities are as high or higher 
than under present legislation or any of the other bills. 

Farmers Union recommends the adoption at this time of the system of formulas 
provided in 8. 2996. 

S. 2996 is a broader and better bill than S. 2115 because it gives to feed grains 
other than corn a uniform treatment with the six basics and accords similar 
treatment to grain-using livestock, dairy, and poultry. Incidentally, rye is in- 
correctly listed in line 20, page 2, of this bill. Rye should be listed in the pre- 
ceding paragraph in line 16, page 2, following the word “flaxseed” und before 
the word “and.” Rye is a food grain like dry ediMe beans, wheat, rice, and buck- 
wheat, not primarily a feed grain like corn, barley, and oats. 
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Table V shows the definite mandatory price assurance provided by the present 
law and the different proposed laws for the different commodities. As indicated 
in table V, existing legislation provides assured supports for only a few com- 
modities and many of those at a low level that drop still further after Decem- 
ber 31, 1953. 

S. 2115 would correct the later deficiency of present law but would not help 
with respect to any nonbasic commodity. Nor would 8. 450 nor 8. 2115 repeal 
the sliding scale by which increased supply percentages can push the support- 
price level down to 75 percent of parity. S. 450 would provide mandatory sup- 
port at 90 percent of parity for nondesignated nonbasics if the Secretary of 
Agriculture requested increased production. 

S. 2996 would provide 100 percent of parity support for all the commodities 
listed, except potatoes. 


TaBLeE V.—Mandatory minimum support prices provided by different bills on 
Jan. 15, 1952, relationships, assuming marimum supplies 





























Existing legislation rong 
JTnion 
Commodity and unit 8.2115 | 8. 2450 S. 2996 | recom- 
1952 for- | 1954 for- mnenda- 
mula mula tion 
CI scccicndsictsivadeonsial pound..| $0.2576 | $0.2518 | $0.2576 | $0.2576 | $0.3435 $0. 3435 
scat otche-dunadclmeaean ie bushel. 1.84 1. 59 1.84 1.84 2.45 2.45 
Rice_.... EE OE 4. 20 4.20 4.20 4.20 5. 60 5. 60 
EE EA Re 1.34 1. 22 1.34 1.34 1.78 1.78 
OO Sa ae ee: pound... _ 0988 . 0818 . 0988 . 0988 . 133 133 
Get a 574 . 574 . 574 . 680 . 766 7 
Milk, wholesale. ___....._ hundredweight__. 62 3. 62 3. 62 4.34 4. 82 4.82 
. _, .. SRMSENAS ania a caleaeek ae . 43 . 43 . 543 . 43 P . 603 
EE SS ushel _. None None None None None 1.73 
lh naninene .......-.hundredweight_. None None None |! 19.85 21. 50 21. 50 
IS OPA dozen... None None None 1, 456 . 07 . 07 
Farm chickens. -..._-............ pound. None None None 1,274 . 307 . 307 
Beef cattle. _......... .. hundred weight_. None None None | 18.99 21.10 21.10 
| ERM IRA. as bushel. None | None None | ! 2.58 2. 87 2. 87 
‘ a BE None None None | !4.27 4.74 4.74 
Dry edible beans. _____.. hundredweight_. None None None | '8.26 9.18 9.18 
CS REPT” None None None | 12.30 | 23.35 3.35 
a caunes EO Seo bushel. None None None | '1.31 21.7 1.7 
Oats..... RE ER ee None None None | 1.850 21.11 1.11 
EE, a meee None | None None 11.52 21.99 1.99 
| 








1 Assuming Secretary of Agriculture asks for increased production—otherwise ‘‘no support.” 
2? Assuming that parity prices are on basis of comparative feeding values. 
3 Prices shown are bottom of sliding scale or discretionary range, except wool, which is 90 percent of parity. 


Farmers Union urges the enactment at this time of the support-level provisions 
of S. 2996, with an amendment to provide similar level of support to potatoes. 
We wish publicly to commend Senator Kerr for his action in introducing S, 2996. 

Farmers Union supports the provisions of S. 2115, and respectfully requests 
that your committee give its language a favorable recommendation. We wish 
to commend the authors of the bill, Senators Young, of North Dakota, and Rus- 
sell, of Georgia, for public service of a high order for taking the initiative in 
introducing this proposed legislation. 

Farmers Union looks upon S. 450 as an improvement over existing legisla- 
tion. We commend its author, Senator Young, of North Dakota, for his far- 
sighted observation in January 1951 of the need for improved price-support 
legislation for the nonbasic, nondesignated commodities if farmers are pot to 
be penalized for increased production of these commodities in response to the 
national farm-production goals announced by the Department of Agriculture. 

If this hearing of your committee runs true to form in this year of strange 
and frightening occurrences, you can confidently expect to hear testimony from 
other people who propose to speak for organized farmers, whose testimony will 
reflect a basic and distinct difference of opinion from that represented in this 
Farmers Union statement. 

So that the record will be clear as to Farmers Union’s view of the economic 
system and of the long-term goals for agriculture, the following paragraphs are 
quoted from the statement of long-term purposes adopted by delegates to the 
a convention of National Farmers Union in Dallas, Tex., March 
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“We believe in the preservation and strengthening of a genuinely free enter- 
prise economy which adapts itself continually to the common good. We believe 
in the encouragement of private enterprise. Cooperatives are an important form 
of free private enterprise. We are convinced that their growth should be en- 
couraged to perform those tasks they can best accomplish emphasizing that they 
too must serve the common good. We believe that Government should take 
whatever economic action is necessary in the performance of those tasks for the 
common good which cannot or are not being performed by individual enterprises 
or cooperatives.” 

We look upon farm price and income assurance as one of the functions for 
the performance of which farmers and other citizens must call upon government. 

Farmers Union seeks an agriculture of farm families on family farms, pros- 
perous, efficient, masters of themselves and of the soil they till, standing on their 
own feet and seeking nothing of any man except a fair and equal chance to use 
their abilities to the fullest in their own behalf as useful members of a demo- 
cratic society. We seek a like opportunity for our fellow men, both within our 
country and in other lands. 

We seek this manner of life because it answers the need for a human world 
that recognizes the equal dignity of every man as a means of fostering the unique 
worth of every person and confers upon all alike the right to express his person 
in word and deed without fear of unjust reprisal. 

Farmers Union urges you to adopt as a guiding principle for considering farm 
price-support legislation that no one, farm operator or farm laborer, be required 
to help produce our food and clothing while accepting less than a decent American 
way of life. We cannot long afford, as a nation, to refuse to apply the same 
rules to farmers and farm workers that we apply to industrialists and industrial 
workers. As a nation of consumers and taxpayers we are willing to say that 
the price of an anttomobile should be high enough to cover material costs, pay 
decent wages, and provide decent standards to labor, pay salaries of managers, 
and return a profit to owners. We cannot in fairness say less to farm operators, 
their families, and hired farm workers. 





APPENDIX A 


Abstract from “1952-53 Action Program of National Farmers Union” adopted 
by delegates to Golden Jubilee Convention, Dallas, Tex., March 10-14, 1952: 


“A. PRESERVATION AND STRENGTHENING OF FAMILY FARMING 


“Successful family farming consists of a farm business of such size, organiza- 
tion, and productivity that it provides sufficient income above all operating costs 
to maintain a well-rounded farm-family life at a parity standard of modern 
living. 

“1. Parity of farm income 

“If successful family farming is to be sustained, the income realized from the 
sale of products must be large enough to provide for farm-family living, cover 
cash operating costs, replace used-up machinery and equipment, repay operating 
loans with interest, return the capital investment (or pay rent or pay off the real- 
estate mortgage), pay taxes, and conserve the soil and water resources of the 
farm. 

“(a) 100 percent parity price support for family-farm production.—We are 
convinced that Federal farm price support legislation should include the basic 
principles listed below : 

“(1) All crops and livestock basic: Designate all farm commodities as basic, 
giving family farmers equal treatment in terms of parity prices regardless of 
type of crops or livestock produced. 

“(2) Better parity price formula: Parity prices should be computed by a single 
formula that will provide prices fair to consumers and farmers alike and prevent 
development of inequities among different farm commodities. Pending enact- 
ment of such a desirable parity formula the present parity formula arrangement 
should be extended beyond the January 1, 1954 roll-back date incorporated in the 
Agricultural Act of 1949, and should be applied to feed grains as well as the six 
basic commodities. 

“(3) Family farm 100 percent of parity price support: Existing legislation 
should be revised to provide 100 percent of full parity price support up to farm- 
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family production of 5,000 units—a production unit to be equal to the income 
available for family living from the production of 1 bushel of wheat. All com- 
modities or combinations of commodities would be given equal relative eligibility 
based on this production unit. 

“(4) Methods of support: We urge the amendment of the Agricultural Act of 
1949 to authorize more workable methods of supporting the prices of perishable 
as well as storable commodities. Production payments, when used, should be the 
difference between seasonally and regionally adjusted parity prices and regional 
average market prices computed monthly. We authorize the study of graduated 
production payments of the type use in the Sugar Act. 

“(5) Advance notice of support level : Minimum support prices and production 
goals should continue to be known well in advance of planting and breeding 
time. 

“(6) Repeal sliding scale: Pending enactment of this complete price support 
program, we urgently demand the immediate repeal of the sliding scale of price 
supports in the Agricultural Act of 1949 and the substitution for it of a parity 
level of support for wheat, cotton, peanuts, rice, tobacco, corn, all other feed 
grains, milk and butterfat, meat, eggs, poultry, wool, beans, potatoes, fruits, and 
vegetables.” 


TENTATIVE Drart, For Discussion Purposes ONLY 


A BILL To assure the stability and adequacy of agricultural income, with special reference 
to that of family-type farmers, and the stability and adequacy of national supplies of 
food and fiber, and for other purposes 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That this Act may be cited as the “Family 

Farmers’ 100 percent of Parity Act of 1952.” 


TITLE I-—MAINTENANCE OF FARM INCOME 


Sec. 101. It is hereby declared to be the policy of Congress to promote the 
expansion of family-type farming as the most desirable pattern in American 
agriculture. It is further declared to be the purpose of Congress to give, so far 
as may be feasible, equal treatment to all crops in the extension of Government 
assistance of any kind, to the end both that equity may be served and that 
shifts into and out of production of particular kinds of agricultural production 
may be encouraged without resort, so far as may be possible, to acreage reduc- 
tions, marketing quotas, or other similar controls, although it is specifically 
provided herewith that present authorities for invocation of such controls shall 
remain intact for use when imperative. It is further declared to be the policy 
of Congress to encourage shifts in production, where necessary, through in- 
centives in the form of increases in parity above the levels herein provided for 
Government assistance. 

Sec. 102. Each head of a household in the United States the major portion of 
whose income is derived from farming shall be entitled annually for purposes of 
this Act to receive 100 percent of parity upon five-thousand “family farm produc- 
tion units,” or such less total as he may produce, determined according to the 
formula provided hereafter. 

Sec. 103. The Secretary is herewith directed and authorized to submit to 
Congress within ninety days following the enactment of this law a report on (1) 
present methods used in computing parity prices; (2) the relative impact on 
all agricultural commodities of differing base periods now in use; (3) desirable 
changes in weighting of elements of the parity indexes ; (4) such revisions as may 
be indicated by reason of promoting desirable shifts in production, and (5) 
such other revisions of the parity formula as may render it more equitable to 
all groups of producers of agricultural commodities. The parity price formula 
recommended by the Secretary of Agriculture shall become effective with the 
force of law if it is not rejected by both House and Senate within forty-five days 
after the date of the report. 

Sec. 104. The Secretary of Agriculture shall determine the relative value of 
“family farm production units” of each agricultural commodity entering into 
interstate commerce. In determining values of the family farm production 
units to be applied to all agricultural commodities, the Secretary shall so calcu- 
late the value of the unit as to insure that five thousand units of any one of them 
shall be the equivaient for any family of the excise of gross cash income above 
cash operating expenses and interest on investment figured at 4 percent that 
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would be expected by a prudent and efficient farm family engaged in the produc- 
tion of five thousand bushels of wheat, calculated on the basis of parity prices 
of wheat and the average prices and uses of production goods and investments 
such as land, buildings, and machinery, to be calculated on basis of the surveys of 
“typical family operated farms” performed by the Bureau of Agricultural 
Economics. 

Sec. 105. The Secretary of Agriculture annually shall proclaim, not later than 
August 1, in the case of fall-or winter-planted crops, and not later than January 
1, in the case of spring-planted crops, national production goals for all agricul- 
tural commodities, such production goals to be determined in consultation with 
the State and county production and marketing farmer committees. Such goals 
shall be determined only after the conduct, on a local, State, and National basis 
of a survey of farmers’ intentions to plant for the coming season, at such time 
as shall enable farmers to be informed of desirable changes in such intentions 
and of the incentives, if any. to be provided to promote such shifts. At the time 
of announcement of production goals, the Secretary also shall determine and pro- 
claim such increases in parity support prices, above those levels described in 
section 103, as he may determine are required in order to obtain increased pro- 
duction of agricultural commodities which, for reasons, of national defense or 
the well-being of the people of the United States, it appears will not be in suffi- 
cient supply. State production goals shall be allocated to counties by the State 
PMA farmer committee. County PMA committees shall allocate county produc- 
tion goals to individual farms in the country in connection with whatever farm 
plan the farm may be operating under. 

Sec. 106. For the purposes of this act, the county PMA farmer committee shall 
certify to the Secretary each person entitled to participate in the program author- 
ized by this Act, and the kinds and volume of agricultural commodities produced 
by each such person. In all cases, the Commodity Credit Corporation shall be 
responsible for providing 100 percent of parity or such lesser percentage as is 
specified in section 104 for each qualified person by storage loans purchase agree- 
ments, purchases, or compensatory payments. Compensatory payments shall be 
the difference between parity prices and regional average prices received by 
farmers computed monthly. 


TITLE II--MAINTENANCE OF CONSUMPTION 


Sec. 201. It is herewith declared to be the policy of the Government of the 
United States to maintain adequate and comprehensive reserves of food and fiber 
for the purpose of providing for the national defense and insuring the well-being 
of the people of the Nation. To that end, the Commodity Credit Corporation is 
herewith authorized to acquire and to store the equivalent of not less than one 
year’s production, in such form as it may be most readily storable, of any agri- 
cultural commodity produced in the United States. 

Sec. 202. The Commodity Credit Corporation shall have power to acquire 
personal property necessary to the conduct of its business; but shall not have 
power to acquire real property or any interest therein, except that it may (a) 
rent or lease office space necessary for the conduct of its business, and (b) 
acquire real property or any interest therein for the purpose of providing storage 
adequate to carry out effectively and efficiently any of the Corporation's program, 
or of securing or discharging obligations owing to the Corporation, or of other- 
wise protecting the financial interest of the Corporation. 

Sec. 208. In order to carry out the purposes and provisions of this Act, the 
Commodity Credit Corporation is herewith authorized to make loans for con- 
struction of storage and processing facilities, in an amount not exceeding $750,- 
000,000 to individual farmers and to cooperative associations of producers, and to 
expend not more than $100,000,000 additional in the construction of government- 
ally owned storage facilities. 

Sec. 204. In the extension of loans to cooperatives, the Corporation shall give 
preference to existing cooperatives unless the Corporation shall find that there 
is a clear need for facilities additional to those afforded by existing cooperatives. 
In the extension of loans to new cooperatives the Corporation shall take into 
account the psysical capacity of existing storage facilities, the ability and will- 
ingness of the management of existing facilities to met the needs of farmers and 
consumers, and such other reasonable standards as it may prescribe. To qualify 
for loans any such new cooperative shall make memberships available to quali- 
fied persons for an initial fee or investment of not more than $5. In all cases. 
loans shall be made only to genuine farmer cooperative associations. 
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Sec. 205. Loans to cooperative associations shall be for a period of not more 
than forty years, repayable at not less than 2% percent interest per year: Pro- 
vided, That the Corporation is directed to work out and apply a reasonable vari- 
able repayment plan which will enable the borrower to increase payments and 
decrease payments according to earnings, as may be agreed upon between the 
borrower and the Corporation. 

Sec. 206. The Corporation is specifically directed to assist both new and 
existing cooperative associations in the recruitment and training of personnel, 
and where need for additional facilities is shown to assist farmers in the forma- 
tion of new cooperatives. 

Sec. 207. Facilities to be provided under this Act shall include facilities for 
storage on the farm, a real or sectional storage near farms, subterminal and 
terminal storage, and shall include facilities for such first processing of agri- 
cultural commodities as may be required to render them storable and so to 
effectuate the purposes of this Act. 

Sec. 208. The Commodity Credit Corporation is hereby authorized to release 
through such channels as may be available and at times as may be desirable those 
quantities of agricultural commodities stored under provisions of this Act which 
are requisite to provision of adequate diet and clothing for the American people, 
maintain adequate safety reserves against crop failure and extraordinary de- 
mands, and to aid in carrying out international commitments arising from con- 
duct of the United States foreign policy, as determined by the Board of Directors 
of the Commodity Credit Corporation and approved by the Secretary of 


Agriculture. 

Sec. 209. In all of its operations the Commodity Credit Corporation shall 
utilize the customary channels of trade, except when these are determined to be 
inadequate. Preference shall be given cooperatives. 


TITLE III-——-REPEAL OF SLIDING SCALE AND OTHER SECTIONS OF AGRICULTURAL 
ACT OF 1949 


Sec. 301. The sliding scales of price support and any other provisions of the 
Agricultural Act of 1944 that are in conflict with this Act are hereby repealed. 
All other sections of that Act remain in full force and effect. 

Mr. Parron. There is one part of the statement I would like to read 
for emphasis. 

Mr. Talbott, who is our second witness, Mr. Chairman, may I say, 
will cover the specifics in relation to the proposed bills before the 
committee. 

First, I would like to thank you and express my appreciation, Mr. 
Chairman, for opening these hearings, which I consider very im- 
portant. 

I want to commend you, Senator Young and Senator Russell, and 
certainly Senator Kerr, all three of you men, for opening this question 
by introducing bills. 

I would like to support the general principles you stated, Senator 
Young, and your statement, Senator Kerr. I wish to support them 
wheldbeastedly. 

Mr. Chairman, I would like to say for the record that in my opinion 
the agricultural legislation which has been developed over the last 
20 to 25 years has enabled American agriculture, with continuously 
fewer workers, to move forward and produce both in times of de- 
pression and of war a sufficient supply of food and fiber. 

I feel, having had the opportunity to travel some in foreign 
countries, that we have in America a very outstanding agricultural 
program, and Department of Agriculture. So we have a system de- 
veloped for agriculture which is certainly worth while. 

I believe that the economic facts would indicate also that the sup- 
port programs which we have had through the years have had a 
decided effect in lessening the threat of depression. 
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Our organization, Mr. Chairman, of course, has a paramount in- 
terest in the maintenance and continuance and improvement of eco- 
nomic family farm units, because we believe, first, it is in the interest 
of the rest of the Nation as well as to agriculture to maintain what we 
call the seed bed of democracy, which we believe to be the family farm 
units of America. 

Secondly, we feel that the family farm is the most efficient unit for 
organizing the agricultural enterprise and that it reduces tension and 
conflicts between economic groups. 

Mr. Chairman, it seems to me—it is my point of view at least— 
that we are nearing, coming close to, the end of an era, an era in 
which we worried a great deal about surpluses and are now moving 
into an era in which the problem, one of the essential problems, will 
be how to have enough food and fiber and at the same time not have 
those supplies depress the market. And I very genuinely feel we have 
reached the point where in the decade ahead and the decades beyond 
that our problem in the over-all will be to produce sufficient food and 
fiber, and that is especially emphasized in my mind if America is to 
play her full role as a leader in the free world in the support of 
democracy, 

I personally feel that we need to stop worrying so much about sur- 
pluses and be concerned much more about how we are going to get 
the production. 

Certainly one can put any interpretation they want to put on it, 
but if one sifts over the record of intentions to plant for this next 
year, there is some correlation between those commodities which have 
no support programs and the low intention-to-plant figures. There are 
undoubtedly some other factors but to me that has considerable signifi- 
“ance. 

I am also very much concerned, as I am sure Senator Young is, 
about the feed grain situation. I think we are running dangerously 
close to an unsafe margin in our feed grain situation. I believe that 
we should take those steps, including adequate price supports, to 
assure a much more adequate feed grain situation. 

I feel very strongly, however, that without definite and fair price 
supports, adequate price supports, that many farmers will not under- 
take the risk. 

We are losing a considerable number of economic family farmers 
who are attracted to industrial jobs and to other segments of our 
economy and we are faced with the proposition of paying increasingly 
higher wages, which socially and on the part of the worker is a good 
thing, but nevertheless it is a fact of life in our production problem. 

We are very seriously concerned about the disastrous price drop 
of hogs and eggs. Although it may seem unimportant to city con- 
sumers, or it may seem important for the moment to them that the 
prices of eggs and hogs have dropped, it is a disaster in my opinion 
to thousands upon thousands of hog and egg producers in this coun- 
try, many of them young people, young veterans and others, who are 
stretched out pretty thoroughly on capital and credits and who can- 
not afford to sustain the loss of even 1 year. 

Senator Humpurey. May I interrupt there ? 

Mr. Parron. Yes. 
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Senator Humpnrey. Mr. Chairman, one thing that continuously 
worries me, as a Senator and as a citizen of an agricultural State, is 
the failure of the Congress to really take diversified agriculture into 
consideration in these support programs. 

The people out in my State are people who have learned the impor- 
tance of a diversified agriculture through long-time experience, and 
we frequently do not have too many grain crops as cash crops. We 
use most of it for feed. We have livestock, we have dairy farming, 
we have small acreages of feed grain, we have chickens, and we are 
one of the largest turkey-producing States. We have egg production, 
we have cheese production, et cetera. 

Now, it is these people that have been taking a licking, and they 
have been taking a tough one. What Mr. Patton has said about hog 
and egg prices recently is not just an academic question for me, it 
is a question that affects thousands of farm families in my State. And 
what you have said about the young people who have gone on the farm 
from agricultural-training programs or from GI loans, is really hit- 
ting home. At long last the Department of Agriculture is going to 
start to buy eggs and a certain type of processed pork products. 

The question before the public is: Is it better for the Government 
of the United States to take some loss on these products, or is it better 
for the individuals to be rubbed out ¢ Many of these individual losses, 
in turn, go right back to the Government because of the number 
of Government loans. A tremendous amount of the loans to these 
new farmers are Government loans. 

As I have listened to the testimony this morning, I am interested 
in the basics. I have always been a supporter of high support prices 
for agricultural basic commodities, and I am a supporter because 
I was born in a part of the country where I saw what happened when 
we did not have price support. 

I am also interested in what we do about hogs, butterfat, cattle, 
chickens, eggs, and so on down the line, because if they have got to buy 
high-priced feed, I want to know where they are going to get the 
prices for commodities they produce in diversified agriculture. 

We have been taught for many years to get away from one-crop 
farming. Minnesota used to be one of the Cieipet wheat producers 
in the Union, but they quit producing it 40 years ago as a major cash 
crop. 

Senator Arken. Mr. Chairman? 

The Cuatrman. Senator Aiken. 

Senator Aiken. I know the Senator from Minnesota has had prob- 
lems because I have had letters from farmers of his State telling about 
marketing brood sows now. 

Senator Humrnrey. That is right. 

Mr. Parron. That is correct. 

Senator Arxen. But I just cannot agree that Congress can under- 
take to legislate in detail every farm program. I cannot go along and 
put the blame on Congress for the failure of the Secretary to put a sup- 
port price under those bogs, because that was the intent of the Con- 
gress, that he, having these hundreds of experts at his command, would 
know best when to put support levels on and where to put them on. 
He could have long before now put a support price on pork that would 
have prevented the marketing of the brood sows, and as one member 















i> st Ce a 














FARM PRICE SUPPORTS AND PRODUCTION GOALS 101 


of Congress I am not willing to accept the responsibility for his failure 
to do that. 

The Cuatrman. I think the Secretary appeared before us—— 

Senator AIKEN. We cannot undertake to do the work of the executive 
branch of the Government. 

The Cuarrman. I think the Secretary appeared before us and made 
a splendid defense why he cannot do it. 

Senator Arken. I think he had some good reasons, yes. 

The CuarMan. Yes, he had some good reasons. 

I want to say to the committee that the Secretary is going to be here 
Friday afternoon, and in all probability we can again bring up the 
subejet to determine whether or not under the present law he can do 
what you are now suggesting. 

Senator Humpnrey. I understand he started to modify the program 
because of the House Appropriations hearing, but the delay in this 
thing has had catastrophic impact on thousands of people. 

The CHarrMan. More or less on the school lunch program. 

Senator Humeuery. It is limited in nature. 

Senator ArKeNn. Actually, I think the drop in pork prices caught 
them by surprise. ‘They did not have the machinery set up to support 
the hogs when they needed it. But Congress could not do any better 
than that because we would have to depend on the Department of Ag- 
riculture to furnish the information and they would give us the same in- 
formation which did not work in their case. 

I do not know why the price collapsed. I do not think it should have 
collapsed, but I am sure that the Secretary was undoubtedly caught 
short, too. 

Senator Humpurey. All I wanted to do, Mr. Chairman, is to make 
one point about this support program. I know there are peanut pro- 
ducers and wheat producers and corn producers and cotton producers. 

The Carman. Do not overlook them. 

Senator Humpmrey. And I am going to stand with them on the sup- 
port programs. But I want to submit that the Department of Ag- 
riculture and the agricultural organizations for a quarter of a century 
or longer, probably much longer than that, but at least since 1925 have 
been actively out encouraging the diversified type of farming, getting 
away from this one-crop system business. Now if we are going to 
write an agricultural law, I think we ought to make that a cardinal 
principle. When I see heavy price supports just benefiting a few 
and forgetting the great rank and file of the people that I happen to 
have some deep interest in, I am going to protest. I want equal treat- 
ment for these folks right down the line. I think our chicken pro- 
ducers and our people out home are just as vital to the health and 
welfare of the economy as the corn producer. 

The Cuarrman. All right, Mr. Patton. 

Senator Humpnrey. We produce corn, too. 

The Cuarrman. Proceed, Mr. Patton. 

Mr. Parron. Without getting into the debate on that, I would like 
to express my own opinion, or feeling, that the present support 
mechanism, whoever is at fault in applying it, is not adequate to deal 
with some of the situations—the mechanisms themselves are inade- 
quate. 
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As a matter of fact, Senator Aiken, the production payments which 
you proposed in the 1948 act and the parity payments which were used 
earlier are among the devices which some day the Congress of the 
United States will again recognize as necessary to act on an adequate 
basis. 

But I do not want to get into that here, if I may avoid further argu- 
ment on that, because I am crowded for time. 

I am not going to go over the fifth plate idea—the idea Senator Kerr 
and Senator Young have amplified. 

I would now like to read for emphasis the thing I think is being 
overlooked very widely in this country. 

I hear constantly a discussion about the free enterprise system and 
free competition. The fact of the matter is it is getting less and less 
free all the time, and outside of a few small merchants we farmers are 
about the only ones who are competing with each other. So I would 
like to read, Mr. Chairman, from this prepared statement. 

Abundant production and safety reserves of food and fiber, which 
are imperatives of Nation-wide significance to all the people, must not 
be allowed to so depress the returns to farm families that they defeat 
their own purposes. The only way this can be prevented is to provide 
by law the kind of farm price supports that will not penalize abun- 
dant production. 

We as a Nation must recognize the peculiar economic circumstances 
imposed by the Nation’s economic growth and development upon the 
farms of the Nation. American agriculture is made up of millions of 
competing individual farms, no one of which, by its own managerial 
decisions, can determine or greatly affect the prices at which the 
products are sold, nor prices that must be paid for production items or 
family living goods. Nor can farmers acquire very much control over 
price through combination into voluntary groups. By establishing 
cooperatives farmers can, of course, reduce purchasing and marketing 
margins but are powerless to raise or lower the general level of prices. 

If American agricultural policy is not to go the extreme-scarcity, 
monopolistic route, it means that farmers must call upon Government 
to assist them in their efforts to obtain price and income assurances 
that business, labor, and industry are enabled by other laws to provide 
for themselves. By reducing American agriculture to a few extremely 
large farms under centralized control on the collectivist pattern, it 
would be possible by using monopolists pricing policies to extort from 
consumers and the rest of the market exorbitant sums for food and 
fiber. Farmers Union is violently opposed to this approach to agricul- 
tural policy. 

Instead, Farmers Union favors farm price support legislation 
adapted to realistic economic circumstances of family farm agricul- 
ture. The economic environment of family farms is conditioned by 
two powerful forces, the first deriving directly from the basic struc- 
ture of our economy and the second arising from the mobilization 
emergency and expected continuation of international tension. 

Most of the industry is so organized—the basic industry particu- 
larly, Mr. Chairman—that a very large proportion of the total pro- 
duction in any one field is controlled by a very small number of firms, 
often not more than four. This means that the management of those 
firms can reduce production and maintain sales prices. 
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This opportunity of big industry to control production and price 
is even greater in this period of mobilization and international ten- 
sion when a sizable proportion of industrial production is being chan- 
neled into military rather than civilian channels. Extraordinary gov- 
ernmental expenditures required by world conditions keeps demand 
heavy at a time when but little more and sometimes even less produc- 
tion is available for civilian use. This means that big industry even 
more than ordinarily is enabled to maintain and increase price and 
profit margins. 

For example, in 1951 the steel industry made $2.5 billion 
in profits, a figure that is twice as large as the premobiliza- 
tion year of 1949 and half again as great as in 1950. Profits of all 
corporations in 1951 were $44.5 billion compared to $28.3 billion in 
1949, and $41.4 billion in 1950. These are the before-taxes figures 
which is the same manner in which farmers’ income figures are re- 
ported in official publications. 

Big industry is matched, properly I think, by organized labor. 
Benefiting from laws that protect the right to organize and bargain 
eellentbecly, labor has become able to demand and receive decent wages. 
I am glad that labor is able to do so and my organization is glad. The 
bargaining power of organized labor is even further enhanced in the 
mobilization period by the absence from the labor force of about 314 
million men and women who are in the Armed Forces. 

Thus, two big ségments of the economy are operating under condi- 
tions whereby they can do a great deal to determine their price by 
regulating supply, even under normal conditions, a situation of bar- 
gaining strength that is enhanced by the civilian scarcity circum- 
stances attendant upon the mobilization emergency and continued 
world tension. 

Farmers, on the other hand, produce products almost solely for 
human consumption—food and fiber. And human beings use food and 
clothing whether they are in the Army or not. Sure, they use a little 
more in the Army, but there is no sterilization from the civilian econ- 
omy of any such a high proportion of the total production as is true 
in the case of the industrial and labor sectors. 

The result is that farmers either must call on Government for pro- 
tection or must accept a situation where they buy their production 
and family needs in a protected scarcity market and sell their output 
in a freely competitive mass market over which they have no control. 

With the two largest segments of the economy taut and brittle, the 
only give is in the freely competitive (farm) segment. And in the 
absence of farm price support and other measures, this requires farm 
operators and their families and farm laborers to absorb all of the 
rigors of the ups and downs that may beset the economy. Without 
price and income-support measures the farmer is ground between the 
upper and lower millstones. A slight jar to the economy as a whole 
can mean financial disaster for the farmer as the falling prices of 
1947-50 might have done except for the delaying action of the 
Steagall amendment and title I of the Agricultural Adjustment Act of 
1948. 

After 1949, broad price support assurance was provided by the 
Secretary of Agriculture within his discretionary authority under the 
law. But farmers cannot rest their future on merely discretionary 
legislation. They require the more solid footing of mandatory price 
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protection. Farmers want and need definite mandatory price support 
to be written outright in the legislative language of the law. 

In summary, Mr. Chairman, we have a terrific job ahead of us. We 
are expected to be in competition with each other. We are faced 
with a situation which year after year, before World War II and dur- 
ing World War II and since World War II economic power has con- 
centrated more and more, and you have a scene right in this town today 
where this Nation can be tied up between two powerful industrial 
giants. 

I want to repeat, I still support organized labor. I believe very 
strongly in it. But we are caught in the situation, which is not tem- 
porary, which has become tighter and tighter and tighter. 

Now, we can go one of two roads. We can go the road of using mar- 
keting quotas, inducing searcities, pinching down, and when we do 
the last free segment of America will be gone and this will no longer 
be a democracy in fact. 

To go the other road—to have a few potatoes in the barrel left over, 
I am not at all concerned about a few million dollars as compared to 
having an adequate supply. To go the other road means that we must, 
as I see it, have mandatory price-supporting devices that will assure 
the farmers of this Nation a fair share of this Nation’s income. It 
is a big stake. It is a stake which every person in America has a 
share in. 

I hope, Mr. Chairman, that the day will come’ when every com- 
modity is treated with equal fairness in relation to its need. 

Thank you very much. 

The Cuaran, All right, thank you very much, Mr. Patton. 

Are there any questions ? 

(No response. ) 

The Cuamman. Mr. Talbott, will you identify yourself for the 
record ¢ 


STATEMENT OF GLENN J. TALBOTT, PRESIDENT, NORTH DAKOTA 
FARMERS UNION, AND CHAIRMAN OF THE EXECUTIVE COMMIT- 
TEE OF THE NATIONAL FARMERS UNION 


Mr. Taxsorr. Senator Ellender and members of the committee, 
my name is Glenn J. Talbott. My address is Jamestown, N. Dak. | 
am president of the North Dakota Farmers Union and am chairman 
of the executive committee of the National Farmers Union. 

Mr. Chairman, I am not sure of the clock as to how much time I 
have. 

The Cuarrman. I think you were promised an hour between you 
and Mr. Patton. 

Mr. Tartsorr. What I have tried to do, not having had an oppor- 
tunity to see Senator Young’s statement in advance or Senator Kerr's 
statement in advance, I have been studiously marking out of my notes 
the things that were essentially duplicatory of the matters which I had 
planned to say, did time permit. 

It seems to me that in thinking about the whole farm program we 
ought to be very uncritical of the actions that have been taken during 
the past 20 or 25 years, but that we ought to be willing to open our 
minds to what seems to be the emerging facts with which we from 
here on out are going to have to deal. 
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It seems to me, as I have reviewed the history of farm legislation 
back over more than a quarter of a century since I have been interested 
in it, that all of the discussions and debates and laws which Congress 
has thus far passed have been predicated upon certain basic assump- 
tions, and those assumptions, it has seemed to me, have been that 
we were seeking to deal with the problems of an industry which was a 
surplus-producing industry in its major segments and which pro- 
spectively down the years in the future would continue to be a surplus- 
producing industry. 

It seems to me that the facts brought out in the 1950 census report— 
and I will not repeat them. Senator Kerr, I think, gave a good basic 
analysis of those facts in terms of our increasing population and what 
that means. It seems to me that in the light of those newly emerging 
facts that our old basic assumptions are no longer valid, at least not to 
the extent they have been historically or that we have deemed them to 
be historically. It seems to me we ought to think in these terms from 
the viewpoint of history, not just an emergency situation. It seems to 
me the facts now indicate that this great country of ours has reached 
or is rapidly reaching the end of a great era, and that is the era since 
the first settlements along the Atlantic seaboard when we had in- 
exhaustible ability to expand the physical plant of agriculture. We 
now have expanded the physical ~ me almost to the maximum that is 
possible, and unless we can take other steps and plan in advance as far 
as We can see in advance to deal realistically with the problem, this 
great country of ours, it seems to me, bids fair to rapidly join the 
phalanx of the great food deficit-producing nations of the world. 

It seems to me that gives an entirely different kind of public interest 


slant upon the kind of agricultural legislation that we need to consider 
from here on out. 

I know that agricultural legislation back over many years—and I 
have great sympathy for the problems that you men have, with the 
great job you have done on this committee and your associates in 
the Congress, because, generally speaking, the ser thought in terms 


of agricultural legislation as being a farm-relief pregram, and they 
have been sold, rightly or wrongly, in recent years that farmers are 
very prosperous and are still asking for higher and higher incomes at 
the taxpayers’ expense. 

I think the figures given you by President Patton and Senator 
Young and Senator Kerr will not need repeating on my part. 

I should like to nail this thing down from my viewpoint on a few 
things that were not as yet spelled out clearly. 

The emerging figures and facts from the census report and its mini- 
mum estimates indicate that we will need by 1975—and I personally 
think these figures are pretty conservative—that by 1975 the popula- 
tion in the United States will require in order to have the same per 
capita amount of food that was consumed here in 1950, an additional 
hundred million acres of highly productive land in our physical plant 
at the same per-acre yields of 1950. I beg to submit that any informa- 
tion I have been able to find indicates that only a very small percent- 
age of that additional hundred million acres of land is available. I 
am thinking in terms of the maximum of reclamation and all of that 
which can be done. 
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There is one other factor that i: very important for us to consider 
in all of this type of discussion, and that is we are told by our soil 
people in this country that despite the relatively vast amount of 
technical help that has thus far been given during these years of farm 
programs by the Soil Conservation Service and the financial help that 
has been available through the ACP payments down through the years 
of these programs, we are still as of today overdrawing our soil 
bank in the United States. In other words, we are not ecabing even. 
We have still got more acres out of which we are taking more plant 
foods than are going back in than we have acres where we are build- 
ing up the plant food content or breaking even. 

So it seems to me that provides a foundation or framework which 
indicates that whatever are the needs for agricultural production 
from here on out, that we have got to get them very substantially in 
vertical increases in yield from our existing farm plant rather than 
from a further horizontal expansion in terms of the size of the geog- 
raphy of the farm plants. 

I would like to point out a little bit more than has thus far been 
pointed out in connection with some of the problems that are con- 
fronting farmers at the present time. 

First, we have the problems of this emergency period. I want to 
say to you, gentlemen, that throughout the country with which I am 
familiar, most familiar, and that in general is the Great Plains area, 
that the impact of the draft law, the selective-service system, has been 
a very terriffic thing upon the ability of the farmers to maintain even a 
level of production of the past few years, to say nothing of increasing 
it. But we are confronted in the area where agriculture is very highly 


mechanized with the problem that we cannot replace trained year- 
around skilled farm help with just common labor. 

We talk about bringing in Mexicans. We can, but Mexicans can do 
whatever kind of common labor that the Mexicans can do, but we 
cannot put an untrained man on a $6,000 combine and send him out 
to harvest our crops. We cannot put a completely untrained man on a 
$5,000 Diesel tractor and send him out in the field. 


+ 
If we cannot keep or get trained a for that kind of work, then 


we have to cut down to whatever the family can do for themselves. 

I want to point out another thing in addition to what President 
Patton said. The census report shows how less than 15 percent of 
the total population in the United States resides on the farm as com- 
pared to 32 percent in round figures about 20 years ago. And the 
impact of the lack of sound selectivity in the draft law as it is pres- 
ently being applied against the impact of high industrial wages for 
those who can leave the farm has left us in a most difficult position in 
terms of the available manpower to meet the production needs that 
we have. 

Then, additionally, we have the problems in terms of this whole 
problem that agriculture has as it relates to the needs of people in 
this country—we have need for greatly expanded fertilizer supplies. 
And, Mr. Chairman, that gets into the whole field of inadequate facil- 
ities for the production of fertilizer, inadequate supplies of sulfur 
and sulfuric acid to break down the phosphate rocks, inadequate 
supplies of electric power at available points to use the electric 
process to break down the phosphate rock deposits, inadequate sup- 
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plies of nitrogen, potash, and things of that kind, and thus far 
inadequate facilities for the manufacture of the end product of insecti- 
cides and weedicides and all the things that science now knows. If we 
are given an opportunity to get them at a price in reach of our income 
as farmers, it will help us to get the vertical increase we think our 
country needs in the present emergency period, but not limited to the 
emergency period if the population net increase figures have any 
validity at all. Then we os got to have a constantly rising curve 
of agricultural production in most of these commodities. 

Those are among the things that farmers are confronted with. 

We need, I think, as a Nation to greatly speed up the research activi- 
ties in terms of new varieties of higher vielling seeds and new varieties 
of greater disease-resistant seed stocks, and the whole field of research 
needs to be speeded up to the extent that nature’s processes will permit 
a speed-up and it can be speeded up by processes of multiplication in 
a great many instances, 

We need all of those things not just in the farmer’s interest but now, 
I think, definitely in the public interest if we are to be able to meet 
the minimum food needs of a very rapidly growing population. 

Senator Aiken. You have not mentioned transportation problems. 
One reason that the Midwest is short of potatoes is that they cannot 
possibly pay transportation costs from the potato-growing areas to 
those marketing areas. 

Mr. Taxzorr. Yes. 

Senator Arken. Anda good share of the $700 million increase which 
the ICC has granted railroads in freight rates will come out of the 
farm population of this country. 

Mr. Tarzorr. Right, because, as you well know, Senator Aiken, we 
sell our commodities at the terminal market price less the freight, and 
the cost at which we buy our supplies is f. o. b. factory plus the freight. 

Senator Arxen. That is right. 

Mr. Tatzorr. That is true throughout agriculture. 

Senator Humpnrey. Nobody seems to be steamed up about the 15 
freight-rate increases since 1941. 

Senator Arken. The farmers do not have an ICC. 

Mr. Tatzorr. I want to point out that one of the immediate and 
long-range things confronting the farmer, Mr. Chairman—if we are 
going to get the vertical increase required for agriculture, it requires 
on the part of farmers substantially increased capital investment for 
new types of machines and facilities and very substantially increased 
costs of operations. Their operating overhead will go up if they use 
new technological devices which appear to be completely necessary. 

Senator Humenrey. Also land costs are going up throughout the 
country as suburban development moves in on some of the rural areas, 
and you find an impact on land costs up and down the country. 

Mr. Tarsorr. That is right. 

Senator Arken. Do the farmers of North Dakota get tax deferment? 

Mr. Taxzgorr. I have not noticed it as yet. 

Senator Arken. I note the railroads have got over 2 billion and the 
power companies a billion and a quarter. 

Mr. Ta.zorr. We probably would be accused in some quarters as 
being unpatriotic if we even suggested such a thing in times like this. 

The CuarrMan. The farmers are not so well organized. 
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Mr. Tatsorr. That is exactly right. If five or six people could get 
together and just deal for agriculture as a whole and say, “Well, on 
this basis we will, and we won’t on this basis,” then a great many things 
could be easier. 

I am not sure that over-all democracy would be best served that way, 
but certainly the physical and economic problems are handled that 
way in many sections of the economy and could on that basis be han- 
dled by agriculture. 

Senator Humrnrey. | think it would be well to note here that the 
so-called total losses of Commodity Credit in the past 18 years do not 
even fractionally approximate the losses of the Government on tax 
amortization during World War II and the period since July 1950. 
There are about $15 billion of tax amortization certificates issued 
since 1950, and there was a sizable amount, about $19 billion, in World 
War II. That amounts to a direct financial loss to the Government 
of the United States and a financial gain to somebody else. But it was 
done for a legitimate purpose. I am not —— about the pur- 
pose. I am simply saying the critics of the Commodity Credit Cor- 
poration losses on surplus purchases, if they were fair in their criti- 
cism, would also move over and cover the other side of the street instead 
of just walking down on one side—the shady side too, by the way. 

Mr. Taxsorr. I should like to mention finally those things in the 
economic field which are greatest handicap from my viewpoint that 
farmers have if we are expected—and we are expected—to meet these 
problems of today and tomorrow and down the road, is in the applica- 
tion under present conditions of those provisions of the 1949 Farm Act, 
which, as I understand them, were designed to deal with what then 
seemed to be an entirely different set of circumstances than the factors 
emerging now with which we have to deal. 

Senator Aiken, I will apologize for referring to a sliding scale. I do 
not know where it came from, but I cannot at the moment think of 
any better term, and you know what I mean, I believe. 

Senator Arken. If it is an escalator half the time and a sliding 
scale the other half, it would be all right. 

Mr. Tatsorr. I suppose if I am standing at 75 percent of parity I 
would see it as an escalator clause, but hoping to be at 100 percent, it is 
a sliding scale to me. 

In any event, I would like to point out one or two things that pro- 
vide a different kind of an impact of the so-called new parity formula 
as compared to what I believe was the thinking of this committee and 
the Congress when it was adopted, and its relationship to this sliding 
scale-escalator business. 

Mr. Taxsorr. If I understand it correctly, the new parity formula, 
the theory of it, coupled with the sliding seale, was that dealing, as 
we thought then we would have to deal, with so-called surplus crops, 
that those things in combination might be used from a legislative 
standpoint as the major device to effectuate the shifts from the short 
supply crops to the long supply crops, the theory being that the long 
supply or so-called surplus a not only would have a depressing 
effect upon the parity price under the new formula of that crop, but 
then when the supply reached a certain percentage—and I will not 
take the time to go into that, although I have it here, but you men are 
more familiar with it than I am in detail—that the support price 
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went down percentagewise in relation to a lower parity, and the re- 
sult was supposed to be that farmers would tend to shift out of that 
crop with a lower price into a crop which then would have a higher 
ti on the other side of the theory that the short supply crop would 
rave a high curve in prices. 

So that was supposed to be the production adjustment device—and 
I believe that was the thinking of the Senators, as I read the debates 
and the hearings and discussions by the members of the committee. 

Now then, we are in quite a different situation, it seems to me. The 
provisions, as I understand them, of the new parity formula, when 
you take into account the deficit production of feed in this country, 
which require now and I am afraid will continue to require for some 
time to come, imports in order to meet the need of the growing live- 
stock population in this country—when you take into account the 
impact of those imports upon the market prices, which in turn gear 
as one of the factors into the moving parity formula, it seems to me, 
without trying to take the time to mf it out in great detail, we have 
almost a mathematical certainty of a constantly reducing parity price 
line on most, if not all, agricultural commodities. We To not get the 
benefit of a high over-parity price curve of a short supply crop which 
I believe was in the thinking of the Congress at the time that was 
done. We get the imports that are needed and do come in whenever 
our prices are higher than the domestic prices of other countries, 
Canada specifically, and additionally we have the psychological ef- 
fect on the market operators of the possibility of ceilings being im- 
posed, at whatever level they might be imposed, so that all of your 
fluctuation in the present situation which in the light of these newly 
emerging facts—all of your fluctuations, as you pointed out a while 
ago, Senator Aiken, are below the parity line, and gearing that into 
the devices of this new parity formula, it seems to me makes it a 
— certainty that our parity price will be on a reducing 
yasis. 

Senator Arken. You could not have it reduced in a great many 
commodities at a time because parity is the average of all commodities 
taken together. 

Mr. Tatsorr. That is right in part. 

Senator Arken. And, of course, the formula undertakes to keep 
the different commodities in proper relationship to each other. 

Mr. Taxsorr. That is right. 

Senator Arken. But we want to recall that the total of all of them 
is 100-percent. I do not mean that you get a hundred percent, but the 
total parity price is a hundred percent for all kinds of commodities 
combined, and the formula tries to keep them in the proper relation- 
ship. If you are producing too much of the one, the price drops, and 
the price of something else increases. But you cannot get away from 
the fact that all of them together equal 100 percent. 

Senator Youne. I think you mentioned a very important point re- 
specting ceilings. If there was a prospective short supply of any food 
now handled in grain exchanges, the speculators would bid that far 
beyond any limit that it normally should be if it were not for ceilings. 

Tdo not know why a speculator would go in the market now and bid 


up the price of any commodity when he knows there is a ceiling of 
100 percent on them. 


98792—52——-8 
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Senator Arken. He cannot. 

Senator Youne. And so you do not get those price curves you would 
normally get. 

Senator Aiken. The only thing a 100-percent ceiling would do, 
it would remove all temptation to sell the Government in that 
belonged to you because you could not possibly make a profit on it. 

Mr. Tatsorr. I am sure you know, Senator, beginning immedi- 
ately we are going to say we are for 100-percent price support, and I 
am sure you are going to ask what you have been talking about—what 
about 100-percent ceiling ? 

Senator Arken. What is the answer? 

Mr. Taxsorr. So far as the Farmers’ Union is concerned at this time, 
it is this: That there is no present law on the statute books we have 
been able to find that provides that ceilings must be imposed at 100 
percent of parity. All Congress has thus far said, if we read the 
language—— 

Senator Arken. You are right. 

Mr. Tatsorr (continuing). OPS may not impose ceilings below 
100 percent of parity. 

I would assume if the Congress in the light of all the facts brought 
to their attention should provide for 100 percent of parity price -- 
ports on certain commodities or certain groups of commodities, the 


normal procedure would be for OPS to hold hearings, which I under- 
stand is a part of their procedure, and that the trademen would be 
brought in, the middlemen, or that group who handled commodities, 
and that a figure would be arrived at through these hearings whether 
percentage, or a dollars and cents margin, that would permit the free 


tiow of the commodities in the channels of commerce. I am assuming 
that is what would be done. 

Senator Aiken. The OPS has shown clearly it intends to fix the 
ceilings at a minimum price permitted by the Congress, and it has 
already done so in all cases. 

Now, if you are going to say that the Secretary must support prices 
at 100 percent, you have also got to fix a level below which OPS cannot 
go, and that cannot be 100 percent, because if you do, you eliminate 
any margin. 

Mr. Taxsorr. I agree with you, but I do not want to take the few 
moments of my remaining time on this question as I want to get on 
these bills for a few moments. I just want to say that we did not agree 
with the Capehart amendment to the economic stabilization law nor 
did we agree with the Hurlong amendment. We think if you are going 
to have stabilization, you ought to have it across the board. 

If we are going to have escalator clauses, as you put it a while ago 
on another matter, on many other segments of the economy, then do 
not require that farmers, or permit the imposition upon farmers of 
ceilings at parity. Of course, some will say, “The parity formula it- 
self is an escalator clause.” 

But, as you men well know, it is an escalator clause in some degree but 
it is always a year behind so far as the farmers are concerned. 

Senator Arken. You have too many billion dollars in Government 
contracts let without regard to ceilings to permit them to work prop- 
erly. 
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Mr. Taxzorr. I should like to say now, Mr. Chairman, with that 
background of reasons and justifications, as sketchy as it was because 
of the time factor, out of all of our deliberations and discussions 
through our fiftieth anniversary convention, knowing this is to be a 
short session of Congress, recognizing this is a political year, so to 
speak, it is a Presidential election year and Congress does want to 
adjourn, before the conventions start, recognizing that we do not 
believe that the Congress will have the time in this session to do a 
complete review of all the substantive legislation, even though we 
think it is desirable, in the very near future, I should like to list and 
relate them to the bills before this committee what seems to us to be 
the irreducible minimum things the Congress ought to do this session 
before they do adjourn. 

We should like to see the 1949 Farm Act amended to extend in- 
definitely the present system of parity formulas, and we should like 
to see that language expanded to include the commodities—oats, barley, 
grain sorghums, and rye. 

I should like to spend just a moment on the reasons. It seems to us 
there is every justification for the extension, as Senator Young so 
well pointed out, of the present system of formulas. 

As I understand it, 5. 2115, Senator Young, applies only to the 
basic as the present law does. 

Senator Younes. That is right. 

Mr. Tatzorr. One of the basics is corn, and it seems to us in a period 
of time when the record shows that we are rapidly eating up our 
feed reserves, we are in a deficit position and have been now going 
into 3 years on feed, that if we support corn at the higher of the two 
ow formulas, there are many areas where corn cannot be raised 
nut where barley and oats and grain sorghums are the major feed 
crops, and presently those crops not having made applicable to them 
the system of parity formulas presently in the law, they are on tran- 
sitional and in a short time will be down to the new parity, which 
means on grain sorghum a reduction of, I think it is, 83 cents a hun- 
dredweight; on barley, 33 cents a bushel; and on oats, 19.3 cents a 
bushel, I believe. 

So if we are going to ask for increased production in these feed 
crops, not only for the emergency but, as I view it, we will have to 
continue indefinitely to try to find ways to get expansion, it seems 
to us it is not sound economics to maintain the parity price of corn 
on the higher of the two parity formulas while the other competitive 
or supplemental feed grains are going down the toboggan on transi- 
tional to a much lower parity support level. So we suggest oats, 
barley, grain sorghums, and rye be included with the six basic com- 
modities in the application of the extension of the present system of 
formulas. 

As I studied the bill—your bill and Senator Russell’s bill—Sena- 
tor Young, it provides only for the basics. If I understand Senator 
Ker’s bill, S. 2996, it does the same thing as S. 2115 with the addi- 
tion that it is applicable to oats, barley, grain sorghums, and rye. 
We strongly recommend and hope you will support that also, Senator 
Young and Senator Russell. 

No. 2. For reasons that have been stated, we should like to see the 
1949 Farm Act amended by outright repeal of the sliding scale, or 
the flexible business. And that also is provided for in S. 2996. 
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No. 3. We should like to see 100 percent of parity price supports 
on the six basic commodities as is provided in 5. 2996. 

No. 4. We should like to see the ow amended to provide price sup- 
ports on barley, oats, and grain sorghums at a level equivalent to 
100 percent of parity price for corn on a comparative feeding value 
basis, which, as I understand it, also is provided in 8. 2996. That 
will give us then, we think, a sound basis upon which farmers can 
meet their greatly increased cost in terms of wages for labor in com 

tition with industry, and all the rest of it, to get us on the up-curve 
in the production of our feed grains. 

Now No. 5. It seems to us that there are certain other of the food 
crops and a wean ye of the oil crops that ought to be supported at a 
comparable level or a full 100 preent of parity price supports, and 
those crops are rye and dry edible beans. Rye is an important food 
crop as is dry edible beans. They are not only easily storable, but in 
calorie content—and I am not a nutritionist—but nutritionists tel! 
me they are probably the nearest substitute for red meat, the red 
meat we are short of because we are shorter and shorter of feed grains. 
So we should like both of them supported at 100 percent, and also the 
oil and feed concentrate crops, soybeans and flaxseed. That also | 
believe is provided in S. 2996. 

Then this is a point that has had a good deal of discussion and per- 
haps I only need to mention it unless there are questions. It seems to 
us, after the years of study we have put into this thing, that starting 
with the thesis that we must have great expansion in the feed crops in 
order to have the meat products and the dairy products and the poul- 
try products that the growing population needs and that the defense 
emergency needs, it seems to us it is not sound to support the feed 
crops at whatever level, and we recommend 100 percent, unless we give 
comparable support to those commodities that can only be produced 
by feeding the feed crops that are thus supported. We do not see any 
sound basis to say, “We will support corn and oats and barley and 
grain sorghums,” which we believe we have to do to get the production 
the country needs, and then say, “Just let eggs take care of them- 
selves, just let chickens take care of themselves, just let dairy farmers 
take care of themselves.” They must feed the high-priced feed, and 
yet we do not do as much as I think we ought to do to support those 
crops, 

We should like to see the Congress provide 100 percent of parity 
price supports on all of those crops which are wholly dependent on 
feed crops for their production. The list is briefly—hogs, eggs, farm 
chickens, beef cattle, whole milk, butterfat, lambs, sheep, and wool. 

If we are going to get the feed production in order to have the meat, 
dairy, and poultry products, we’ve got to give the same basis of sup- 
ort for those commodities or people will not feed the feed to them 
in the numbers the growing population needs. 

I believe S. 2996 makes the provision to do that with the exception 
that I think lambs and sheep are not taken into account in Senator 
Kerr’s bill. I hope the committee will give that consideration. 

And No. 7. I well recognize that this is the hot potato, but we 
thought at first—I am just a boy from out in the country, and I thought 
at first the language in the law that said, “Loans, purchases, purchase 
agreements or other operations”—I thought “other operations” would 
give the Secretary of Agriculture adequate authority to use whatever 
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methodological device is necessary to support some of the so-called 
perishables, or the ones not as easily storable as the dry cereal grains. 

I am told by the legal people that because of the legislative history 
that that language is not adequate. 

I should like to call to the attention of this subcommittee, Senator 
Ellender, that last year, if I am correctly informed, the United States 
Senate reenacted the Sugar Act with only six dissenting votes. 

The Cuatrman. Four. 

Mr. Tatsorr. Thank you for the correction. It is even better than 
I understood it to be. 

The Sugar Act does provide for direct payments to farmers. His- 
torically we had parity payments to farmers supposed to take up some 
part of the gap. When you come to the question of whether you sup- 
— the secondary commodities, and if so, how you support ” a the 

armers’ Union at least has no better answer than parity payments 
made directly to the farmers. 

The Cuarrman. In respect to the Sugar Act it provides, as you 
know, a half-cent tax on the sugar, so it is more or less self-sustaining. 

Mr. Tatrorr. I know that. 

The Cuarrman. Asa matter of fact, there is a surplus ranging from 
eight to fifteen million dollars that remains in the Treasury each year 
from the collections made on sugar. 

Mr. Tarsorr. That is right. But the parity payment, Senator 
Ellender, back over the years that farm programs developed were pay- 
ments by direct appropriations. 

The Cuarrman. That is right. 

Mr. Tatsorr. Our first farm act of 1933 was in that sense, similar 
to the Sugar Act but the Supreme Court threw the processing tax pro- 
vision of the original law out—— 

The Cuamman. Yes. 

Mr. Tatsorr. So we would recommend to this committee that you 
provide for a method of direct payments to farmers to deal in what- 
ever way is necessary with these commodities. 

We are not dogmatic about that. If this committee or someone else 
can come up with some better, more workable device, we shall be de- 
lighted to look at it and will go along with it if it seems at all work- 
able. 

That, I believe, concludes the seven points that we believe to be the 
irreducible minimum that this Congress before adjournment ought 
to give serious attention to, and we hope favorable consideration will 
be given by this committee. 

Senator Young’s other bill—that is S. 450, is it not? 

Senator Youne. Yes. 

Mr. Taxporr. As he outlined, at least in part, the general nee 
of the old Steagall amendment which provides that certain commodi- 
ties, if the Secretary asks for increases, shall be supported at 90 per- 
cent of parity for the duration of the emergency and for 2 years 
beyond. I think that is about the language of the old Steagall amend- 
ment—at least the effect. 

Senator Youne. I recognize the bill does not go far enough in its 
provisions. It was introduced nearly a year ago, I believe. 

Mr. Tarsorr. Yes. I believe that our recommendations are in some 
part in S. 2115 and in greater degree in S. 2996 and takes care of some 
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but not all of the things that S. 450 takes care of, and we are glad to 
endorse S. 450 in addition. 

The Cuarrman. In that connection, I should have stated in my 
opening statement that the bills that are now before us can be used as 
a vehicle for any other amendments to the Farm Act that need be 
enacted. 

It is possible if there are any other suggestions made to improve the 
law, that we can add them to these bills. 

Mr. Tatzorr. That is correct. 

Unless there are questions, I am through. 

The CHarrman. Any further questions? 

Senator Youna. No. 

The Cuatrman. Thank you very much. You made a very intelli- 
gent statement. 

Senator Youne. It wasa very good statement. 

The Cuarrman. I wish to state that we have had requests from 
quite a few witnesses that we have been unable to accommodate, but 
we will be glad to receive from persons who desire to do so any state- 
ments that they desire to make in writing, and these statements will be 
incorporated in the record when it is sent to the printer as a perma- 
nent record. 

This concludes the witnesses that we summoned for today. 

I wish to state that tomorrow we will meet at 10 o’clock, and I would 
like to have all Senators be present at 10. We will have as witnesses 
Dr. J. T. Sanders, legislative counsel for the National Grange; Mr. 
Otie M. Reed, Washington representative of the National Creameries 
Association; Mr. Walter Garver, manager, agriculture department, 


United States Chamber of Commerce; and Edwin Christianson, pw 


dent of the Minnesota Farmers Union. We will also have Mr. Louis 
Slocum, secretary of the New Jersey Poultry Farmers’ Association 
and the National Poultry Farmers’ Association. 

It may be possible that we will hear Mr. Gil Stafne tomorrow. He 
was scheduled to appear Friday. 

Senator Youne. I understand, Mr. Chairman, he has to leave to- 
morrow afternoon and I am wondering if we could not advance his 
time. 

The Cuarrman. We will do that. I am going to ask the committee 
clerk to revise the schedule for tomorrow and find out who must leave 
because of pressing business and hear last those witnesses domiciled in 
Washington. 

Friday we propose to hear Mr. Kline, president of the American 
Farm Bureau Federation ; Mr. Holman, secretary of the National Milk 
Producers Federation; Mr. Thatcher, general manager of the Farmers 
Union Terminal Association of St. Paul; and Secretary Brannan. 

There will be no further witnesses this morning. We will recess 
until tomorrow at 10 o’clock. 

(Whereupon, at 12: 35 p. m., the subcommittee recessed to reconvene 
on Thursday, April 17, 1952, at 10 a. m.) 
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THURSDAY, APRIL 17, 1952 


Untrep Srates SENATE, 
SUBCOMMITTEE OF THE COMMITTEE 
oN AGRICULTURE AND Forestry, 
Washington, D. C. 

The subcommittee met at 10 a. m. in room 324, Senate Office Build- 
ing, Washington, D. C., Senator Allen J. Ellender, chairman of the 
full committee, presiding. 

Present: Senators Ellender (chairman), Aiken, Young, and Thye. 

The CuarrMan. The committee will be in order, please. 

Our first witness is Mr. Stafne. 

Will you give your name in full for the record ? 


STATEMENT OF GILBERT J. STAFNE, EXECUTIVE SECRETARY, 
NORTH DAKOTA FARM BUREAU, FARGO, N. DAK. 


Mr. Srarne. Mr. Chairman and gentlemen, my name is G. J. 
Stafne, and I am executive secretary of the North Dakota Farm 
Bureau, which has its State headquarters in Fargo. 

We appreciate very much the opportunity extended by Senator 
Young and the committee to bring the thinking of North Dakotans 
before you today. Ordinarily one of our State directors would re- 
ceive this assignment, as Mr. P. J. Donnelly, our State president, and 
other members of the board and members have done in the past, but 
due to the fact that they are active operators it is impossible for them 
tocome. We prefer to have the actual operator here with us. 

I want to extend an invitation to this committee to come back into 
our territory again as you did into Minneapolis. I think that was one 
of the finest meetings that we had. And I hope some day that you will 
do that again. 

This is the busy season, as you can gather, and it is no surprise to you 
that our farmers today are facing some very tight labor shortages. 
The action of Governor Brunsdale, of North Dakota, and Governor 
Anderson, of Minnesota, in requesting the removal of military re- 
cruiters from those two States was based on knowledge of the almost 
desperate situation that is going to exist in the Northwest before the 
year is over. Our farmers will not be able to reach the goal the United 
States Department of Agriculture would like to see them plant, and 
one important reason for that is the labor situation. 

And I notice that Director Hershey has supported their statements 
here within the last few days. 

Now in a few moments I want to bring to you as informally and as 
simply as possible the thinking of North Dakota farmers today. 
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I might state that I met with groups all the way from 20 to 300 in 
the last month. And I think that that is going to be a little expression 
of their thinking. , ’ 

If I talk a lot about wheat, it is only because wheat is our major 
Dakota crop. 

Last year, because of the unfortunate floods in Kansas, North Da- 
kota had the honor of taking first place among the wheat producing 
States, with 151,000,000 bushels. 

We grew last year 85 percent of the Nation’s total of durum and we 
also led in the production of flax. Forty-five percent of the Nation’s 
supply was produced by us. And we led as well in the production 
of barley. t believe the figures in the durum production are higher 
than 85 percent, but I see that we have taken the last quotation. 

But I am not here today to speak for wheat alone. We have not ob- 
served that single commodity representation here in W em has 
gotten very far. The reliability of sound judgment of farm bureaus 
is recognized by yourselves, for instance, because you know that our 
thinking is not based on what is good for wheat alone, but what is good 
for American agriculture. If I discuss wheat it is because Senator 
Young asked me to spend most of my time on it. 

Please remember that, contrary to popular opinion, North Dakota 
is made up of multicrop farms. Mr. Donnelly, for instance, on his 
600-acre farm raises wheat, potatoes, beets, flax, oats, barley, and 
beans. 

The Cuarrman. Is he president of the farm bureau ¢ 

Mr. Srarne. The North Dakota Farm Bureau; that is right. 

The Cuatrman. You are the secretary, I notice here. 

Mr. Srarne. That is right; yes, sir. 

In our opinion the wheat industry is sick today. Superficially it 
may appear to be in good shape, but it is sick at the taproot. It has 
been attacked by a kind of “economic 15—B” to the point where some 
bad turn of events can blow it down. 

The Dakota wheat man, the traditional bread wheat and durum pro- 
ducer, has been concerned a long time. He was concerned with the 
surpluses before Korea. He was concerned with Public Law 272, and 
with the additional wheat allotments resulting from the provisions 
of that law. He was worried about the size of the contribution that 
he himself was making to the marketing and disposal of his commod- 
ity, and both animal and crop research which is perhaps the most im- 
portant to the individual farmer. 

To do something about this last matter, he has tried to follow the 
successful efforts of the dairy, the cotton, and the potato men in 
setting up a merchandising program. 

In North Dakota we gave th, nom to the action of wheat grow- 


ers in our State to voluntarily assess themselves one-quarter cent per 


bushel to develop research, publicity, education, and marketing in- 
cluding the development of new markets, domestic and foreign. That, 
of course, is in conjunction with our Department of Agriculture and 
our State land grant colleges or any other agency that works on that. 
They feel, however, that we can provide some of the funds ourselves 
to get more rapid action, for instance in research in sending our wheat 
south to get quicker developments from the research end of it. 





an. ae ee a ee 


FARM PRICE SUPPORTS AND PRODUCTION GOALS 117 


I think this idea that farmers and ranchers should be responsible 
for solutions of their agricultural problems is fundamental in North 
Dakota. Our citizens are rugged, hard-working, thinking people 
who want to stand on their own feet, and I think Senator Young will 
bear me out on this. I could give you many examples of this, but 
one is the potato research laboratory at Grand Forks, under the 
direction of William Case, where the farmers, I believe, have put in 
between $150,000 and $200,000 themselves at the present time in this 
development. A lot of you have heard, at least the members of the 
committee will know William Case, the secretary of the potato asso- 
ciation there. 

Senator Young. The potato growers themselves built and paid for 
the research laboratory ¢ 

Mr. Srarne. That is right. I think they work in conjunction with 
the 1946 Agricultural Marketing Act, and with some support through 
that, as I understand. 

The Cramman. How do they apportion the fees in connection with 
the production ¢ 

Mr. Srarne. Yes. They had a bushel or 100-pound fee, but last 
year they went in and I believe the enabling act gave them the power 
now to go among their growers and make an assessment. What they 
are trying to do it to get a quality production and eliminate a lot of 
the poorer potatoes and leave them at home. 

The Cuarrman. Do you have any State funds to help you out ¢ 

Mr. Srarne. Our seed department has funds that are taken also 
from seed inspections. North Dakota, I think, has a seed law which 
I believe is outstanding. Senator Young will bear me out on that, I 
think. That is in inspection. They raise a lot of seeds within that 
program themselves. 

And then we have the agronomy farm purchased for the land col- 
lege by voluntary farm subscription. That was completed a year ago. 
The farmers themselves contributed $157,000 to purchase 640 acres 
on which the buildings are now built. And that was raised by the 
farmers themselves by subscription, voluntary subscriptions. 

Then the livestock farm purchased by the land grant college near 
Fargo by public subscription. And then the stockman’s association 
has made a lot of contribution to the livestock upkeep and also in the 
maintenance of the various laws regarding the livestock end of it. 

So that we feel that the people there are realizing that they must 
contribute something themselves. 

I might also state that a similar grant by the people at Minot was 
given to the experiment station there, if I remember correctly. 

The thinking behind these projects has been quality production 
Our deep interest in research, our support of every basic and applied 
research project, has had the production of quality in mind. You 
know that has been the fact in potatoes. In fact, the OPS came in 
and made them stop washing the potatoes, a part of the program they 
had tried to develop. That stopped in a short time. ; 

We are concerned that the wheat programs have been injurious to 
this quality production which is of prime importance to the bread- 
wheat men. This may be a selfish statement, but we might just as 
well face the facts. We have found our hard wheat and durum 
coupled with cracker wheat and low gluten wheat production in the 
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support programs. What is more important, the “weighting” of 
wheat in our parity calculations has, in our opinion, been developed 
with feed wheat and not bread wheat in mind. As an illustration— 
and mind you, I am probably talking in a selfish way—we have our 
Pacific coast wheat in the Western States. That is not a gluten or a 
bread wheat. It is a lower, inferior wheat, we will say, to use iu 
bread mixing. And still that is supported on the same basis as the 
premium wheats are. 

We also have a lot of wheat in the United States that should be 
classified. That is supported on the basis of a wheat program. But 
it is merely a matter of raising this wheat, selling it or making a loan 
on it, getting the money and the Government takes the wheat over. 
They can go and purchase any other feed that they want at a cheaper 
orice. 

The Cuarrman. Is that not a matter more or less of administration / 

Mr. Srarne. I donotthink so. I think that your standard of loans 
are set up on that basis, not on a quality basis. 

The Cuatrman. How will the legislation that we are now consid- 
ering remedy the situation that you are complaining of ¢ 

Mr. Srarne. You say they are considering that? 

The Cuarmman. I am asking you. 

Mr. Srarne. I donot know. Iam asking if that is possible. I just 
want to submit this information to the committee here if it is of any 
value to you. This is what our folks are thinking back home. We 
are discussing it from the wheat angle. 

It may be here in analyzing this that you will find that we are at 
the present time supporting what we might call inferior or feed wheats 
on the basis of a higher premium for bread wheat. And which may, 
we will say, 10 or 15 percent of that, cause some of our larger surpluses. 

The CHarrman. Does the wheat that you produce sell for a higher 
price than the wheat of the Northwest! 

Mr. Starner. Yes. It should by far. 

The Cuarman. I am asking, does it? 

Mr. Starve. No; it does not now. It is all on the same plane regard- 
less of quality. 

Senator Youne. You mean under the support program ? 

Mr. Srarne. Yes. 

The Cuarrman. When you sell it to the millers, though ¢ 

Mr. Starne. Yes. If it was on a competitive basis. 

The CHairMAN. I mean as it is. 

Mr. Srarne. No. I do not believe it is being sold to the millers. | 
noticed there were 6 million bushels of it that were sold to Japan. You 
see their market was the South Pacific before the support program 
came in. It was on a competitive basis. 

The CuarMan. What is that wheat from the Northwest principally 
used for ? 

Mr. Starne. I would say probably noodles. Probably some lady 
here would know more or less about that. In certain crusts and things 
of that kind. 

The Cuarrman. In pies, I guess, and biscuits? 

Mr. Srarne. That is right. As I say, this may be a selfish thing in 
bringing it up from our standpoint. Nevertheless, it is a factor that 
we have given thought to. This was brought up by a group of farmers 
who asked me to get information on it. 
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The question here is, Have we been producing or have we been get- 
ting the surpluses, if there are such things—we have been using this 
term—have we put a lot of low-grade wheat on the same basis whereby 
the people producing that could get their loans on this inferior wheat 
at the same price as the higher quality? You are really turning it over 
to the Government, and they could buy whatever feed they want. 

The Cuarrman, I think that any wheat that is in the loan program, 
or any commodity, like cotton, must have a certain specification. 

Mr. Starve. But within its classification. 

The CHarrman. Yes. 

Mr. Starve. You have a classification and a grade on your western 
wheat and the eastern wheat, whatever you want to call it. And it is 
1, 2 grade, within its class. That is the thing. Somebody else may 
have more information on this than I. 

The CHatrman. I have not looked into the measures before us to 
compare them with our present laws to find out whether or not what 
you are complaining of now can be done under these bills and not under 
the present law. But it strikes me that offhand it is more of an admin- 
istrative matter. 

Senator Arken. You cannot develop any program at all without 
weaknesses, we know. 

Mr. Srarne. That is right. 

Senator ArkEN. One of the weaknesses of our support program has 
been the inducement of larger production of lower quality commodi- 
ties. 

Mr. Starner. That is right. 

Senator Aiken. You know when they restricted the program on 
peanuts, they started raising more runner type peanuts, because the 
support was the same. We do not have quality potatoes this year. 
The support program did encourage the production of a lot of po- 
tatoes which were not very good. I suppose the same thing is true 
in wheat. 

I am inclined to agree with you that maybe it is an administrative 
problem which could be corrected. 

The Cuarmman. That is what I think. 

Senator Arken. By fixing different levels for different qualities. 
Although that would mean work for the Department, it would mean 
more money and more men in the Department to apply it, but it is a 
weakness of the program. 

The Cuarrman. I do not think it would be advisable to attempt to 
spell that out in any law. 

Senator A1rken. I do not think that we have the time or men enough 
to spell that out in detail in Congress, what the application of these 
programs should be. 

The Cuarrman. All right, proceed. 

Mr. Srarne. We are fully aware that the task of formulating a sup- 
port program under a loan and storage system giving consideration to 
quality may be impossible from an administrative standpoint. No 
doubt it has been considered before by the specialists. But to point 
out that it is unfeasible administratively does not satisfy the average 
North Dakota wheat man. Iam speaking of him. The problem still 
remains with him and he is worried about it. 
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Considering the “weighting” of wheat in our parity calculations we 
are familiar, as you are, with the sound thinking in the encouragement 
of what is called a livestock economy. But we wonder if inclusion of 
bread wheat in this idea is as sound. Wheat has been called the poor 
man’s food and it isa good name. It seems to suit all appetites. Its 
reputation as human food is spreading over parts of the world hiterto 
limited to rice. It can be stored and shipped in the grain or as a 
flour. 

Our North Dakota members last November, in the annual State 
convention, worked hard on this problem. They approved the action 
of the State wheat growers and other commodity groups working on 
merchandising problems. There was the idea expressed that while 
other manufacturers spend plenty of time and money on the mer- 
chandising of their products, the farmers are the one remaining group 
who after producing their products turn it over to somebody else to 
sell or to merchandise. 

The delegates also expressed the idea that the wheat industry was 
on dangerous ground and needed a lot of attention, but during the 
time that we are getting our house in order, there ought to be assur- 
ances that we can hold our own against the inflationary pressures all 
around us, 

One assurance, according to the delegates, was to retain the 1909-14 
parity base on the basics after 1954 instead of tieing the parity cal- 
culations to the 10-year average price. 

This may be a little inconsistent in our thinking here, because here 
*3 another resolution on price support. 

We reaffirm our belief in the parity principle. However, we maintain that 
parity should be achieved at the market place and not at Government expense. 
We favor the continuation of CCC supports as a market stabilizer and a safe- 
guard against disastrous price declines. 

I want to make this statement at this time. I believe we should not 
be too critical of our CCC program at the present time. Perhaps 
those that prefer and want them may be critical of the administration 
of it, but the policy, the general policy of the CCC to us, I believe, is 
sound in our position. I personally feel that it has been one of the 
best stabilizers of farm prices that has been within the scope of the 
product that you are working with. 

Senator Arken. I will say that I have not had much criticism of 
the program. The criticism has been of the application. 

Mr. Srarne. That is right. 

Senator Arken. Of the program. And the committee is investigat- 
ing and studying that at the present time. We have hopes of 1m- 
proving it. ‘ 

Mr. Srarne. We are very poor at investigating it. We have to 
come down here. We see what is going on, if the papers are cor- 
rect. 

The Cuarrman. We propose to start the continuation of our hear- 
ings next Monday on that problem. And even if we do not find too 
many thieves I believe the fact that we have been investigating it has 
caused the Department to issue new rules and regulations that are 
very helpful. 

Senator A1ken. There have been some helpful changes made al- 
ready. 
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Mr. Srarne. May I make one statement? Do you suppose that you 
are going to the extreme the other way now, so that it is going to 
make it difficult for them to store ¢ 

The Cuarrman. I do nos think so. 

Mr. Strarne. You think the program will be so that it will not be 
such as to have too many restrictions put on it? You can go too far 
the other way, you know. 

The Cnamman. I believe this, that the program is going to work 
out to the benefit of all concerned. It may be that some of the States 
will strengthen their own State laws with respect to warehousing. 

Mr. Srarne. I think that our State laws—Senator Young will bear 
me out in this—are such that we have a very rigid rule on warehouse 
licensing that protects us. 

Senator Youne. There is no danger of the Government losing 
money storing grain in our area. 

The Crarrman. In any event, it strikes me that these hearings are 
probably going to cause some of the States to strengthen their laws, 
because the position may be taken by the CCC that unless they are, 
they are going to store the grain where there is better protection. 
That in itself may be used by the State authorities as a reason to 
pass laws that will make them amenable to the new regulations that 
may be issued by the Department. 

Mr. Srarne. To continue the resolution: 

However, supports should not be so high as to stimulate excessive production 
and bring about the opening up and planting of new areas not suited to such 
cropping. We resolve that the present parity formula for basic commodities 
based on costs and prices received during the 1909-14 period be made per- 
manent in the Agriculture Act of 1949 instead of reverting to the modernized 
parity formula as prescribed in the act. 

Our State resolutions may not be as long or as polished as some of 
the other and older Farm Bureau States but our boys put into pretty 
direct language what they believe and let it go at that. I et say 
that if we had our delegates here today they might want to modify 
that word “permanent” because farmers know that very little these 
days is permanent. What they had in mind was, perhaps, “during 
the immediately foreseeable future beyond 1954.” 

This recommendation was, to the North Dakota delegates, the best 
of a number of ideas suggested, all within the framework of the Agri- 
culture Act of 1949. Senator Ellender, your chairman, during a 
recent visit of a group of North Dakota members, pointed out that 
we May require a temporary or supplemental protection during certain 
periods. 

At no time in North Dakota did our delegates suggest any departure 
from the basic ideas of the act of 1949. In our opinion the act, with 
its flexibility, and with the wide range of freedom granted the Sec- 
retary of Agriculture to deal with fast-breaking developments, is 
the very best agricultural law that has yet been devised. 

Now we feel that really has served a purpose. 

I noticed yesterday or heard yesterday, it was referred to as the 
sliding scale, and so forth. The Senator brought in the escalator 
clause. We do not know so much about that, but since these strikes 
we have found out what it was. We are standing. I know what it 
means in that way. They are going ahead to beat the band. Here 
is what it has done. 
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For instance, the Secretary of Agriculture 2 years ago, when the 
Korean trouble came up—there was no messing around here with 
committees—automatically could step up, and he took off the acreage 
allotments, he took off the quotas, and he set the support at 90 percent, 
which he was permitted to do. 

When our flax Spm p came up, he did not need to come back to 
the committee. He had his advisory group, as I understand it. And 
immediately he raised the support up to 80 percent. There was no 
Senator or any staff necessary from North Dakota or from Mr. Don- 
nelly or anybody else. He had that advice. So he put it up. What I 
mean is that that is a healthy thing for agriculture that we can go 
ahead that way. 

Senator Arken. The Secretary has very wide latitude under the 
existing legislation. I can understand his reluctance to use it, be- 
cause he is subject to criticism in whatever he does. Nevertheless, it 
is utterly impossible for the Congress to legislate in detail how these 
laws should be applied. Somebody has to take the responsibility. 

The Secretary is the one who has to take it under the law, and he 
also has to take the criticism that goes with it. I do not know how he 
can avoid it. 

Mr. Srarne. We are also aware, as Senator Ellender pointed out in 
such a timely way a few weeks ago, that the act even has provisions 
to raise support levels to almost any degree thought necessary to be 
in the public interest. That is the first time I knew that. 

The CuarrmMan. That is in the law. 

Mr. Srarne. But there is some question in our minds what success 
we would have in such hearings. We should perhaps avail ourselves 
of this privilege, I do not know, but that is the way they felt. 

The Cuatrman. But it would still be left to the Secretary to decide 
after the hearings. 

Mr. Srarne. That is right. 

Senator Arken. The Secretary has asked for an increase in the pro- 
duction of wheat, as he is doing this year, I believe. He can raise 
that level to whatever is necessary to get that production, except for 
one thing, the OPS stops him, because it is obvious that he could not 
say that we will give you 100 percent, and the OPS say you have got 
to sell for not over 100 percent. The result of that would be the elimi- 
nation of private industry completely. 

So the Secretary is stopped by another Government agency from 
doing what he otherwise could do under the agriculture law. 

My solution would be to curb the other agency, rather than the 
Secretary. 

Mr Srarne. The idea of retaining the 1909-14 parity base has 
merit, but we are not sure that this base should be retained indefi- 
nitely. 

The Cuatmman. Even though it is not limited, the law would still 
provide that the farmer would get either one of them. 

Mr. Srarne. That is right. 

The Cuarrman. Whether you put it on a 2-year basis or indefinite 
would not affect you. 

Mr. Srarne. That would not affect us. As I stated before, we 
realize the danger of supporting prices at too high a figure and stim- 
ulating overproduction, of expanding wheat growing into areas nor- 
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mally unsuited to it, and finally getting ourselves into a position simi- 
lar to that of the potato people—we are quite a potato State, fourth 
or fifth, I believe—and we know what happened there, and it was 
a rather tough proposition for them coming down here. I want to 
feel that we will try to gear our program. The thinking of the farmers 
is to gear the program to what is needed. 

I think that 90 percent of both the cattlemen and the potato people 
are members of the Farm Bureau. This is not just wheat. They were 
right there. Three cattlemen are directors. This is the thinking of 
allof them. So they are not selfish within themselves. They say they 
want to stay out of that. Probably 2 years from now they may want 
it. And if they need it they should have it. 

However, the potato people had to finally abandon their program 
because of the terriffic public resentment that has developed against it. 

On the other hand, our wheat growers are plainly worried about the 
progressive step-down of parity which will begin in 1954, while the 
general trend seems to be toward constantly increasing costs of all 
of their operations. 

In view of all of this, we feel that the transition from the old parity 
to the “new” formula could very well be delayed until a better de- 
termination of economic and political trends can be made than is pos- 
sible to make at present. 

Senator Youne. I do not believe there is any transitional provision 
in the act now with respect to basic commodities. 

Mr. Srarne. We meant the change, not in the transition of the pe- 
riod, but in the change. And we are not going to tell this committee, 
but we are saying here—and when I finish I think you will get 
that 

Senator Youne. What I tried to say was that there will be an 
abrupt drop in the level of the parity, the old parity formula, as 
against the modernized parity formula. There will be no transitional 
provision effective. 

Mr. Srarne. That is what we are afraid of. I think the term 
“transition” should not have been used in there as it is here. But here 
whether this transition date should be redetermined now or at the 
next session of Congress could be safely left to the discretion of this 
committee. However, it must be admitted that the sooner the matter 
is taken care of, the sooner our wheat growers will feel more secure 
than they do right now. In other words, the thing that you mention 
isthat they see thisthing coming. Itishere. They do not know what 
the changes are. We should be prepared in some manner or another 
to protect that at that time. And that is why we feel here in pre- 
senting our sentiments to the committee that you perhaps will have 
more of the answers to it, but that is our thinking. We might be 
right or wrong, but that is the way the farmers think out there. That 
is all that I can express. 

Senator ArkeN. Suppose there was a limitation of 5 percent—I 
do not have the bill here—a year to start now, would that be helpful 
to the situation? One bad wheat year will change the complexion. 
There have been too many good years in succession. 

Mr. Srarne. That may be right. 

Senator Arken. Which is the real trouble. 

Mr. Srarne. But we can talk about percentages. The most con- 
fusing thing in our program has been percentages. 
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As you will remember, Senator Young, you remember our different 
charts. A percentage does not always express dollars and cents. The 
farmer says, “Here is a drop of 30 cents.” That is what he is looking 
at. It does not express itself in a percentage. 

Senator Youne. That is right. What he wants is a safeguard 
against falling prices. 

Senator ArkeN. Suppose that the transitional 5 percent, the possible 
reduction, started at the end of the year 1953, rather than 1950, as I 
think it is provided in the law. Would that ease the situation 
considerably ? 

Mr. Srarne. They do not know just how that will operate. They 
feel that there might be a possibility of a sudden drop. As I under- 
stand it, it is about 13 percent, and that is going to go over a period 
of 3 years—5, 5, and 3. 

Senator Arken. There could be a possible drop by 1955 of 25 per- 
cent. I think I am right about that, 5 percent a year beginning in 
1950? Iam speaking from recollection now, because I do not have 
the bill here. If in 1953 there was this possible 5 percent drop started, 
by 1955 it would not be over 10 percent. 

Mr. Srarne. You have the drop there. You have your parity for- 
mula which is changing. What is the difference in the drop in the 
parity formula ? 

Senator Youne. It is approximately 33 cents at the present time. 

Mr. Srarne. Yes; according to the figures, about 33 cents. That is 
about the only way. When we are sitting out there, with 20 or 30 
fellows sitting around the table like we are here, that is the one thing 
they are thinking of, that 30-cent drop. They are not so sure just 
what the remedy for that is. That is why they more or less want to 
present their views of what they are thinking about. There is a 
possibility that when that time comes that we are not prepared to 
absorb that, and conditions get a little worse, or we will say there are 
strikes, and the business industry keeps going up and up. That is 
the danger. I think that is what comes in here. They do not feel so 
secure about this other end of this. 

Senator Arxen. I do not think that any of us can foresee what will 
happen 2 years from now. 

he Cuarrman. Proceed, sir. 

Mr. Srarne. It is a matter of grave concern to us when we study 
the cost of the international wheat agreement so far and when we 
receive estimates of any future agreement. And of course it is a mat- 
ter of grave concern to anyone familiar with the facts and anxious 
about the future of support programs for this Nation. And yet we 
feel in North Dakota that we must continue the agreement, that it 
must make its contribution in the fight that the free world is now 
waging. We are for the development of world trade, because the 
one thing the wheat producer needs is markets, plenty of active healthy 
markets. 

While we favor the continuation of the wheat agreements, we fee! 
that proper safeguards must be developed, so that in the event of 
major changes in world price levels and marketing conditions that 
the cost of the program to the United States shall not be skyrocketed 
as has occurred under the present agreement. Unless such safeguards 
can be obtained, continuation of the wheat agreements will not be in 
the long-run interest of the wheat producers. 
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I understand there has been quite a bit of consideration given to that. 
In other words, you make an agreement and conditions change, prices 
go up, and we are bound to the old agreement. You see what will 
happen. There must be some arrangement, either on an annual basis 
or In some way, to review that, instead of having a direct 4- or 5-year 
agreement on a direct basis. Am I right in my thinking there or not / 

The Cuamman. Proceed. We will study your testimony in due 
time. 

Senator Young. I know that the wheat agreement has cost us quite 
a bit of money. 

Mr. Srarne. As I understand here, if we live up to this agreement, 
in 1954 it will cost us $600 million or something of that kind. 

The Cuairman. We cannot stand that. 

Mr. Srarne. When we were here last February this came up and 
we made an examination. I got the full figures of that, and that is 
really what has made the North Dakota farmers sit up and think, be- 
cause he is afraid the same think can happen to wheat as it did to 
potatoes and any crop. I think that is the thing that we as producers 
must recognize—that we do not lose the programs we have; that we 
go overboard on some of these things. 

The farmer's production costs have been rising steadily under the 
inflationary pressure. Everything he buys costs more. This is no 
surprise to you, but I want to give you a couple of instances. 

Here is an international type M tractor laid in at Casselton, N. Dak., 
in Cass County, in January 1947, at a list price of $1,665.56. Today 
the same tractor costs $2,539. 

A Minneapolise Moline, model U, in 1947, cost $2,104, and at the 
present time the same model today with equipment, including Uni- 
matic, costs $2,776. 

I purposely did not compare combine prices because the spread 
is greater—so wide a spread that I could be accused of menhonin 

bor in 1947 was from $100 to $125, and now it is from $150 to $200 
and less efficient men. 

Senator Youne. That is per month? 

Mr. Srarne. That is per month. I might say that the labor records 
of North Dakota are such that we pay the highest farm wage, I think, 
of any State in the Union. 

Now, with that situation in everything the farmer buys, and with 
demand high for his products, the farmer may well ask why wheat is 
fixed at 90 percent of parity. 

The reason is twofold, in our opinion. First, the high rigorous 
forced support under which we have been operating has become in 
effect the market price. Second, the price rR Not only have 
ceilings slowed down the production which the United States De- 
partment of Agriculture has asked fgr this year but they have pre- 
vented agricultural prices from keeping pace with the farmer’s costs. 

With the price index at 100 percent or less, we have a situation where 
many of our farm prices are far below parity. With low surpluses and 
an increased demand for food, why should any commodity be less than 
parity? Farmers will produce less this year. That is the thing that 
is bothering the farmers at the present time. 

It has been interesting to our State directors that the so-called “low 
support” commodities have done better under OPS and the economic 
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conditions of the past 18 months than the “high fixed” support com- 
modities. A check of any parity percentage table reveals this rather 
significant fact. 

n our opinion the agricultural ceilings under OPS have been very 
harmful and unfair to the farmer. 

We know of one little incident in connection with our cattlemen’s 
association. It happens that the president is one of our directors. 
They have been checking and checking on a little factor down there 
that does not amount to anything. And it does nof affect the consumer 
at all. They held it up on the potato deal for 2 or 3 weeks, on the 
washing and grading, which should never have been done, 

They have lessened his desire to produce, and have been levied in 
some cases at levels lower than the law intended, and most of all, have 
failed completely to do what it is claimed they would do, control in- 
flation. By taking our eye off the ball, assuring us that inflation 
would be whipped through OPS, those men in charge of contro] meas- 
ures have attempted to lull us into a sense of security, which is 
unfounded. 

The real blows against inflation can be struck by the measures in- 
corporated in the American Farm Bureau’s anti-inflation program. In 
future years, this Farm Bureau crusade will turn out to be our great- 
est current contribution to our Nation’s security. 

I just want to mention a fact. I want to refer to something that has 
happened. This may be of a local nature. 

s far as the income to the farmer is concerned, we realize that all 
farmers, and ours have done well. I do not want to present them as 
martyrs here. One little thing that many people forget is that you 
do not always have the top grade. 

For 2 years, durum—we feel that is quite a sacred crop, it is the 
real crop of North Dakota—due to the moisture and other conditions 
due to nature, the price which should have been up to $2.08 and $2.28 
has run down sometimes to sample grades, to $1.40. That has hap- 
yvened for 2 years. They are up against a little proposition now. 
Somebody was rather ambitious in grading that when they got the 
loan. Now the Government has asked that they deliver it. They can- 
not reseed, for some reason which is perhaps best known to them, 
and to the best interests of all, but these farmers, we were out there, 
a group of about 30, have this plan. 

Ve will get a good crop next year. So we will do like the elevators 
and the terminal men do when they get it. They will mix the wheat 
so that they can bring up their average. 

He has to sell his wheat and deliver it. So he will have no chance 
to mix it. He has to pay back. He has his money, understand, but 
this spring when he will deliver he may have to repay 50 to 60 cents 
of that loan when he gets in there. 

However, that is a local thing. Those are some of the things that 
do come in. 

Senator Arken. I think that the CCC claims that they have had to 
protect it. That is why they are doing it, to protect the Government 
storage. 

Mr. Srarne. That is right. I would like to see some arrangements 
whereby these people who are in that predicament should get at least 
the opportunity to do the same thing as the CCC would do or any 
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terminal, to mix their grade to bring it up. You have been in the 
grain business, Senator, and you know how it is done. You can take 
your fair grade and even it up. 

I do not think there are many farmers in North Dakota who would 
seek a way out of their difliculties through a cheap food philosophy. 

We all seek a parity of return, but the Farm Bureau wants that 
arity to come from the market place. That is where the farmer gets 
fis supplies and equipment and he expects to pay the going mar- 
ket rate. 

In return he expects to get his parity in the market place. He 
believes that if the consumers of this Nation are not making enough 
to buy his food, then it is a matter between the employee and his 
employer to equitably adjust the available income, and not between 
the consumer and the farmer. 

We say that if the consumer today cannot pay a fair price for food 
in the market place, then under what set of conditions could he be 
expected to pay? 

Vour committee, according to Mr. Stedman, of the St. Paul Pioneer 
Press, reported that— 
an hour’s average factory wage in February would buy 29 percent more pork 
chops and 47 percent more eggs than in 1948. It would buy more of the important 
foods than in any earlier so-called peacetime period. 

I think that is one thing that has done more to keep things down, 
the fact of this cheap food philosophy. We are sympathetic to the 
consumer, because that is our real buying power, in the consumer. 
But on the other hannd, we do not feel that the farmer should be 
charged with this high cost, because we all know that the cost of food 
is in the processing after it leaves the farm—transportation, invest- 
ment, and labor. 

The Cuatrman. And freight. 

Mr. Srarne. Yes, all of those things. It will be a little extra now 
on the freight, so that will cost you more. That philosophy has gone 
even through our little towns. In our agricultural town of Fargo 
of about 14,000, the neighbors will come in and they get to talking. 
They will say that they bought a brand new car, $3,300, a wonderful 
car. 

It is regrettable that only about 5 percent of our agricultural appro- 
priation is allowed for animal and plant research. North Dakota 
livestock farmers are sitting on dynamite waiting to see what is going 
to happen to the spread of foot-and-mouth disease which is now in 
evidence just across the Canadian border. 

Plant diseases are becoming more numerous, and those of us who 
have had the opportunity to visit and view areas where the greenbug 
15-B and therdinnnes realize what it can do to the individual farmer. 

Let us use our available funds to assist the unfortunate individual 
who lost his farm and livestock from drought, flood, and plant dis- 
ease. In other words, use our funds as much as possible on the basis 
of need. 

Farmers as a whole are the best judges of what they can most effi- 
ciently produce on their own particular farms. We do not believe 
that the best interests of American agriculture are served when the 
Department of Agriculture calls for sudden increases in production 
of specific commodities. Such calls require a definite shift from the 
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farmer’s planned program, which because of his own particular soil 
and abilities has previously given him the greatest production. Such 
shift breaks up rotation and soil-building programs, and in the long 
run will tend to reduce the total anual production of food. In addi- 
tion it also has a tendency to encourage a speculative pattern. 

I appreciate your audience today, and I hope that I have brought 
you some of the ideas and opinions of the men and women we repre- 
sent through the North Dakota Farm Bureau. Thank you. 

The Cuarrman. Thank you. 

Mr. Srarne. I appreciate being here. 

The Cuarmman. The next witness is Mr. Christianson. 

Will you give your name in full and your residence, and identify 
yourself for the record? 


STATEMENT OF EDWIN CHRISTIANSON, PRESIDENT, MINNESOTA 
FARMERS UNION, ST. PAUL, MINN. 


Mr. Curistianson. Mr. Chairman and gentlemen, I am Edwin 
Christianson. My address is St. Paul, Minn. I am president of the 
Minnesota Farmers Union. 

In my work I spend at least one-half of my time out in the country 
with farmers. 

I am very well acquainted with the problem of agriculture in 
Minnesota, having lived and farmed in Minnesota most of my life. 

I wish to thank this committee for the opportunity given me to 
appear and testify on problems troubling Minnesota farm families 
today. Minnesota, being a diversified farming State, the farmers 
of our State are dependent upon the sale of a variety of crops and 
products for their income. An agricultural policy or law that sup- 
ports only the so-called basic commodities certainly is unfair to 
Minnesota farmers who are mostly diversified producers of perish- 
ables, such as hogs, milk, and eggs. This is very obvious and is noted 
not only among our farmers but among business interests, especially 
the businessman in the average Minnesota town. It was clearly 
brought home to our people when last year we had what we might cal! 
a failure of one of our basic crops, corn. At the same time this hap- 
pened we had a decline in hog and egg prices. During the past several 
years the farmers have enjoyed a relative available supply of credit, 
not only from Federal funds but from local banks and especially from 
local business institutions. The average businessman, knowing that 
the farmer was somewhat protected with a price program, crop in- 
surance, and soil-rebuilding incentives, made a large percentage of 
time sales agreeing to acept payment when the crop, haes, or beef 
were sold. 

In other words, the business..an felt that accounts receivable were 
okay. This continued until 2 years ago when the agricultural pro- 
gram became inadequate and the farmer began increasing his debt. 
Vith operating cost going up and income going down, it is reflected 
by farmers having to carry a large amount of the indebtedness into 
the next crop period, with the thought of a better crop next year 
and especially better prices. As we all know, this did not materialize 
so today we find the farmer without a source of credit except from 
Federal funds, from the Farmers Home Administration. Even that 
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agency, in parts of our State, will not make seed loans on crop alone 
but are asking to tie in a head or two of cattle as security. 

I talked with a banker in Minnesota the other day. He is the 
president of several banks. He told me that he was a dpe to work 
out with the Farmers Home Administration a program whereby he 
would release some of the mortgaged stock that he has—he would 
release a head or two on the farm, so that that farmer might secure 
a crop loan. 

The CnarrMan. I wish the record would show at this time that 
Senator Thye from Minnesota is present here participating in these 
hearings. I would appreciate his presence very much. 

Senator Ture. If I might take this opportunity, Mr. Chairman, so 
long as we have interrupted Mr. Christianson, I would like to say 
just a word at this point. Mr. Christianson is from Minnesota and 
we are very proud of him. Yesterday I had to be in a committee 
session, and this morning I have appeared before Senator Hayden’s 
subcommittee with three members from the State of Minnesota—Sen- 
ator Mullen of our State legislature; Mr. Nichols, the director of the 
welfare department, and Mr. Dorweiler—who were testifying about 
the Indian School at Pipestone and the general welfare funds needed 
to care for the Indians and the Indian children in our State. That 
is the only reason that I have not been with you, sir, because this is a 
very vital and important question that you have before you. 

The Cuarrman. While you raise the subject, I, myself, should be 
before the Interior Subcommittee, of which I am a member, because 
1 understand the Southwestern Power proposal is coming up this 
morning which is very vital to my own section. 

It is a great pity that we cannot divide ourselves up and attend 
all of these subcommittee hearings. 

Senator Younc. The same horse kicked me. I am supposed to be 
over on that committee. 

The Cuairman. You may proceed. 

Mr. Curistianson. The point I am trying to get across is that the 
farm program is such now that the money interests do not consider 
it sound enough to be worthy of investment. This is quite significant 
and I ask the committee to consider proposing larger appropriations 
for farm credit and at the same time amend the Agricultural Act of 
1949, so that money interests will again have the necessary confidence 
in the program. 

Senator Arken. I notice that banks and lending agencies are tight- 
ening up everywhere on everything. Just what is the reason? I 
suppose theoretically it is their fear of runaway prices. I am not sure 
that they are thinking right, however. 

Mr. Curistianson. I am sure of that, but at the same time a busi- 
ness has a balance sheet and they will show their margin of profit on 
sales. 

Senator Arken. The fact remains that you have put your finger 
on one thing which may contribute to reduced production of farm 
commodities this year. And that is a distinct tightening up on credit 
for production purposes. 

Mr. Curistianson. My observation is that if we are to produce 
abundantly and meet production goals, an adequate supply of low- 
cost credit is a must. 
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We picked up six auction sales bills at random and we checked why 
they were being held. In five out of the six cases the sales were being 
held because their source of credit had advised them that perhaps i 
was the opportune time to sell out and discontinue in order to cash in 
or at least get some of their money back. 

All local merchants in agricultural areas are experiencing a sub- 
stantial drop in sales this spring averaging approximately 20 percent. 
This drop in sales coupled with rising accounts receivable has caused 
many local businessmen to feel insecure. The local banks in many 
instances are refusing to make the same kind of short-term loans on 
the same basis of security they have been in the practice of doing in 
the past. 

Egg prices have been at a level so low as to make it impossible for 
the housewife on the farm to even begin to pay grocery bills, muc!) 
less buy clothing, sewing machines, refrigerators, and the like. Egg 
prices in western Minnesota are down to 27 cents a dozen on straight 
run, 

It takes a lot more than this on the farm to enable the farmer just 
to break even on feed costs. This does not take into account a reserve 
for replacement of flock, feed for replacement flock, or depreciation 
on housing and equipment. 

The farmer who normally built up several hundred dollars’ reserve 
from the sale of eggs to replace his flock finds no reserves, and gen- 
erally unpaid feed pills. 

It is necessary that an adequate price-support program be estab 
lished for eggs that will prevent such a situation from developing like 
the one which has developed at the present time. 

The situation with hogs is similar to what has developed in eggs. 
This situation has a tendency to have an even more disastrous effect 
on an agricultural community like ours because of the greater propor 
tion of money derived from the sale of hogs. 

I wish to state at this time that back in January I wired Secretar) 
Brannan urging him to take immediate action in support of hog prices, 
providing effective support to hog, egg, and dairy producers. The 
following is the telegram I sent on January 9, 1952: 

Hog prices at South St. Paul today fell to the lowest point since November 1950. 
Even though feed prices are still below parity, hog raisers are at a serious dis- 
advantage because of the current feed rates. Poultry producers are in a similar 
predicament. Farmers in this area are being hurt by this situation. If not 
corrected, it would only mean a marked drop in production of hogs and poultry 
in months ahead. This would be a severe blow to the efforts to attain all-out 
food production so vital to the welfare of the Nation at this time. I urge that 
you investigate and take immediate steps to provide a floor under hogs, poultry, 
and egg prices sufficient to give farmers a favorable ratio. 

We felt that unless a program of supports on these products were 
inaugurated immediately, it would reduce the farmer’s income to a 
point where his credit would be impaired, and that the production of 
hogs and eggs would be sizably reduced. This is exactly what hap- 
pened and today we find the situation growing steadily worse. 

Senator Ture. Right in this room, Mr. Christianson, in the course 
of this winter we had a session with Secretary Brannan. The very 
question that you have raised in the statement that you just made was 
raised with the Secretary at that time. If you will check that com- 
mittee hearing, I think that I used almost the same language that you 
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have used referring to poultry and eggs and what a future effect it 
would have upon the production of commodities which are so vitally 
needed if we are going to hold down the inflationary food costs to the 
consumers. 

The Cuairman. I do not suppose that you got a satisfactory answer 
to your telegram ¢ 

Mr. Curistianson. I did not. 

Senator Arken. How do you account for the increased pee 
of eggs this spring; after the support prices were taken off the produc- 
tion of eggs went up? 

Mr. Curistianson. That is seasonal in most areas. 

Senator Aiken. I noticed that much more than a year ago. 

Senator Tuyr. Senator Aiken, if I might be permitted to interrupt 
at that point, a year ago eggs were better priced than they are today. 

Senator Arken. That is correct. 

Senator Ture. You normally buy your chicks at this time of the 
year, which is your producing flock this coming fall and the winter 
of 1953. The influence of the good egg prices a year ago increased 
the number of baby chicks purchased, which, of course, increased the 
laying flock in the winter of 1952, and therefore you had the increased 
production. 

The influence is always felt a year in advance and the favorable 
prices last year increased the flocks. 

Now, the farmer is suffering. ‘Today he is reducing the number of 
baby chicks that he is buying. Next year the consumer will suffer, defi- 
nitely. 

Senator Arxen. I think that is the answer. 

Senator Tuyr. Yes, sir; it is. 

The Carman. Proceed. 

Mr. Curistianson. Now, I find that the Secretary has authorized 
the purchase of some pork cuts. I am happy to see this activity ; how- 
ever, I am disappointed in this respect: The farmer has marketed his 
spring pigs. He has taken the loss. This is a case of too little and 
too late. Why bail the packer out so he can show good profits? My 
concern isthe farmer. In other words, the Department should require 
the people it buys the pork from to certify that they have paid or will 
refund to farmers the equivalent price for their hogs. 

I ask the committee to give serious consideration to adoption of an 
adequate system of price supports for hogs that will be on the job 
when the farmer markets his hogs. We would like to have the com- 
mittee review the language as far as the Secretary’s authority is con- 
cerned, and to give him the authority to use a workable and efficient 
method of providing effective support to hog, egg, and dairy producers, 
if he does not already have them. 

In addition, I believe more money should be appropriated for re- 
search in additional usages for lard and the dennees of a leaner 
bacon type breed of hogs. With increased use of Crisco and Spry, 
one sizable byproduct of hogs, lard, is becoming a depressing factor in 
the market price. 

Hogs are the one means of having a sizable supply of meat in a 
relatively short period of time. 

I submit to your committee that unless some assurance of price pro- 
tection be given to the farmer immediately, we will face a serious 
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shortage of pork within the next 12 months in spite of, and as a direct 
result of, the low market prices of hogs in the last 6 or 8 months. 
Thousands of brood sows are being marketed for this reason. A 
farmer cannot pay feed and operating costs and sell hogs for 17 cents, 
which is about 80 percent of parity, and stay in business. 

Milk and butterfat come into the same category as hogs and eggs. 
A dairy farmer must have an adequate price protection on milk and 
butterfat. With the prevailing high price of beef cattle and the 
scarce manpower situation, there is a strong temptation for many 
dairymen to dispose of their milking herds when the price of butterfat 
sinks to a low level. 

I visited 2 months ago with a draft official in our State with refer- 
ence to the scarce manpower situation. In visiting with me he told 
me that in one county in my State there were only left 12 boys de- 
ferred—that is, that had agricultural deferments—12 in the entire 
county. 

I visited with him further and he said that within 3 months those 
12 would be in the Army. So, the situation is really serious. 

As you know, the Secretary of Agriculture is now supporting milk 
and butterfat at 90 percent of parity, making use of his 5 an, doe 
authority. Under the law, however, some future Secretary could drop 
the support level to only 75 percent of parity, and away we'd go again. 
Dairy products would be in the same fix as eggs and hogs. 

I wish to add my support to the statements made by Jim Patton 
and Glenn Talbott in behalf of National Farmers Union on yesterday, 
and I plead the cause of 150,000 family farm operators in Minnesota 
engaged in diversified agriculture. I ask your committee to recom- 
mend legislation which will establish hogs, eggs, dairy products, and 
other farm perishable commodities as basics to receive 100 percent of 
parity supports along with the so-called basics and the feed grains. As 
a very minimum, Congress should enact the provision of 8. 450, S. 
2115, and S. 2996 before adjournment this year. 

Again, I want to thank your committee very much for the privilege 
given me to appear here today. 

The Cuarrman. Thank you very much, Mr. Christianson. 

Mr. Curisttranson. Thank you. 

The CHarMan. The next witness is Mr. Slocum. Will you give 
your name in full for the record and a little description of yourself?! 


STATEMENT OF LOUIS SLOCUM, SECRETARY, NEW JERSEY POULTRY 
FARMERS COMMITTEE AND SECRETARY, NATIONAL POULTRY 
FARMERS ASSOCIATION, TRENTON, N. J. 


Mr. Stocum. Mr. Chairman and gentlemen, my name is Louis Slo- 
cum of Trenton, N. J. I am secretary of the New Jersey Poultry 
Farmers Committee, which represents a majority of the egg producers 
in New Jersey, and also secretary of the National Poultry Farmers 
Association, which is represented in 17 States. 

The position of the egg producer has steadily deteriorated under the 
provisions of the Agricultural Act of 1949. To quote from the March- 
April 1952 issue of The Poultry and Egg Situation of the Bureau of 
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Agricultural Economics of the United States Department of Agricul- 
ture [reading] : 

In February and again in March it [the egg-feed ratio] was the lowest on 
record for the month. 

What are the figures? In March 1952, one dozen eggs could purchase 
8 pounds of feed in March 1951, 10.9 pounds. Poultrymen are in 
common agreement that, under an Boor th on egg-feed ratio, one dozen 
eggs should be able to buy 1214 pounds of feed. When we take into 
account the constantly rising fixed costs as represented by greatly 
swollen local taxes, both land and school, by the necessary increased 
rates for farm labor, and by the purchase of equipment and its replace- 
ment, we get a picture of the extremely precarious position of the egg 
producer today. 

Furthermore, on March 15, egg prices were 77 percent of parity. 
This compares with 89 percent for wheat and 93 percent for corn, 
which two commodities account for 65 percent of the cost in egg pro- 
duction. This is not all. 

The parity figures for wheat and corn are computed on the 1909-14 
base or the 10-year moving average, whichever is higher, while the egg 
parity figures are based on the 10-year moving average. This provi- 
sion in the Agricultural Act of 1949 has chopped off 9 cents per dozen 
from the asin price for eggs in the past 2 years. Add to this that 
there has been no price support for eggs since January 1, 1951. 


We wish to make one point very clear. We believe that grain farmers 
and the producers of the basic commodities deserve and need the 90 
percent parity support level they now have. Also, we are not opposed 
to their retaining the method of comeating parity on the 1909-14 base 


or the 10-year moving average, whichever is higher. We believe that 
all family-size farmers are entitled to full parity not only for the 
interest of agriculture alone but for the welfare of our entire oconomy. 
But we do say that, whatever level of support and whatever method 
of computing parity is used for wheat ial corn, eggs must be given 
the same treatment if poultry farmers are to survive and egg produc- 
tion maintained in our economy. 

Wht is the answer to the intolerable situation egg farmers are face 
to face with right now? The basic correction must come in amending 
of the Agricultural Act of 1949. We are supporting H. R. 2199, which 
would guarantee the same parity level for eggs as exists for wheat 
and corn. It would accomplish this by the production-payment 
method. In return for a fixed price support of this nature, egg pro- 
ducers would accept whatever allotments, marketing practices, and 
marketing quotas are determined necessary by the Secretary of 
Agriculture. 

We are convinced that this method of securing equal treatment of 
eggs under the law is the fairest both to farmers and consumers. 
Certainly, something must be done to correct a situation whereby a 
fixed support exists for those products comprising 65 percent of the 
poultry farmer’s production costs while there is no support for his 
commodity : eggs. 

We are wholeheartedly in favor of the recommendation of the House 
Appropriations Committee that the United States Department of Ag- 
riculture use section 32 funds to buy shell eggs for the school-lunch 
program. The projected purchase of a maximum of 1,000,000 cases 
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would allow only 6 eggs per month for each of the 7 million children 
reached. We believe that efforts should be made for a greatly expanded 
project of this nature. 

I have a short further statement on S. 2996 which we did not know 
about when we prepared this testimony. 

We wish to state our support for S. 2996, which recognizes two basic 
facts: 

(1) That farmers must have full parity for their products. 

(2) That in order to have a al farm program we must include 
eggs, farm chickens, whole milk, butterfat, hogs, beef cattle, and wool, 
which commodities form the vast bulk of the value of agricultural 
products in our Nation. 

We would make three suggestions in regard to S. 2996. 

(1) That the above-named commodities be given the same treat- 
ment as the basics in computing parity; namely, the 1909-14 base 
or the 10-year moving average, whichever is higher. 

(2) That the percentage of parity for whole milk and butterfat be 
no less than that which obtained in years 1944 to 1947. 

(3) That production payments be included as a method of achieving 
full parity. 

The Cuarman. Are there any questions? If not, we thank you 
very much. 

Mr. Stocum. Thank you. 

The Cuarrman. Our next witness is Dr. Sanders of the National 
Grange. 


You may proceed. 


STATEMENT OF DR. J. T. SANDERS, LEGISLATIVE COUNSEL, THE 
NATIONAL GRANGE 


Dr. Sanpers. Mr. Chairman and gentlemen: 

1. One of the bills before your committee, S. 2115, proposes an in 
definite extension of the dual parity provision of the 1948 Rasiowhers! 
Act; and, in connection with consideration of this measure which the 
National Grange considers weakens the parity formula, it is highly 
important to examine a recent report of 13 top-notch American econ 
omists recommending that the parity formula, which because of its 
inherent defects, has outlived its usefulness, should be abandoned. 

2. This recommendation cannot be brushed aside lightly as some 
thing coming from ivory towers and as totally in error, for this group 
of economists has given many years of competent study and thought to 
the farm problem. However much you may disagree with their con 
clusion, one thing stands out in their report: A warning that after 
years of hard conscientious work the Congress and farm ates have 
failed to bring out an acceptable workable parity formula and a satis 
factory implementation of price supports. 

Senator Young. Do you believe that the modernized parity formula 
should go into effect, even though the results may be disastrous; that 
we should go into it now, and bring about a drop in the price of basic 
commodities, when labor has escalator clauses and their wages in 
crease with the rise in the cost of living, and industry for its part in 
the war effort has cost-plus contracts—do you believe that the farmers 
should take this drop at this particular time, and that it could not 
wait ¢ 
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Dr. Sanvers. | will answer that, Senator, if you will permit me to 
do so, at the end of the statement, because a good many of the ques- 
tions you ask are answered in this statement. 

Senator A1ken. You mentioned the report of 13 top-notch econ- 
omists recommending the abandonment of the parity concept. You 
also noticed that they recommended the abandonment of marketing 
agreements. 

Dr. Sanvers. Yes. I also noticed that they recommended the 
abandonment of even price supports, except as a disaster floor prop- 
osition. 

Senator Arken. They practically recommended abondoning the 
whole program. 

Dr. Sanvers. The whole program. 

The Craran. The ied program. 

Senator A1ken. Letting the farmer dump everything that he pro- 
duced into the market and then taking the Government doles for 
whatever he needed to keep breath in his body. 

Dr. Sanvers. To keep living. 

Senator Arken. I thought it was a very strange report coming 
from 13 so-called top-notch farm economists. 

Dr. Sanvers. I believe they could be classified as top-notch agricul- 
tural economists in the country. 

Senator Arken. And some of their dissents were very good. 

Dr. Sanpers. Yes. 

The Cuarmman. I presume that in the course of your remarks you 
are going to tell us why it is that their recommendations should not 
be brushed aside ¢ 

Dr. Sanvers. Yes, sir. 

The Cuarrman. I would like to hear them. You may proceed. 

Dr. Sanpers. The National Grange agrees that this is the case, but 
it disagrees vigorously with the conclusion of the economists that the 
parity formula should be entirely abandoned and that price supports 
should be used only in periods of depression to save farmers from dis- 
aster. Nor can we agree in the least with their recommendation of the 
use of production payments as the best means of implementing even 
a farm program that functions only as a disaster relief. 

Senator Arken. They recommended a dole. They did not recom- 
mend orderly payments. 

Dr. Sanpers. Production payments when farmers were down and 
out. They recommended that. 

Senator Arken. They recommended a Government check to give 
them enough to live on so that they could produce another crop. That 
is my interpretation of it. 

Dr. Sanpers. Only at a time then prices were disastrously low, too. 

Senator Arxen. That is right. Only enough Government check to 
permit them to live long enough to get another crop planted. 

Dr. Sanpers. Yes. 

Our purpose here, however, does not deal with the need and means 
of a sound, long-time farm program but deals only with the validity 
of parity as a concept. We recognize that the validity of any parity 
formula cannot be appraised when it is divorced from a practical, 
acceptable, and satisfactory means of putting this formula into 


operation. 
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I here list the economists that wrote this report, chairmanned by 
Dr. Jesness, Senator Thye, from your State. This group of econo- 
mists that wrote this report was chairmanned by Dr. Jesness, from 
your State. 

Senator Ture. I know Dr. Jesness very well, and he is a very sound 
and able economist. There are times when I have differed slightly 
with him. We differ in this committee, as is well known. 

I am interested in what your final conclusions are going to be here. 
Another committee of which I am a member is meeting—marking up 
an appropriation bill—and as soon as you have completed your testi- 
mony I am going to that other committee, because I am vitally inter- 
ested in some of the items in that bill. 

Dr. Sanpers. This group was composed of Dr. O. B. Jesness, of the 
University of Minnesota; Dr. Henry B. Arthur, economist with Swift 
& Co., Chicago; Dr. George H. Aull, of Clemson Agricultural College ; 
Dr. M. R. Benedict, of University of California; Dr. E. L. Butz, of 
Purdue University; Dr. T. K. Cowden, of Michigan State College; 
Dr. F. F. Hill, of Cornell University; Dr. Asher Hobson, of Univer- 
sity of Wisconsin; Dr. L. J. Norton, of U niversity of Illinois; Dr. 
Edwin G. Nourse, former Chairman of Council of Economic Advis- 
ers; Frank L. Parsons, of Federal Reserve Bank of Minneapolis; Dr. 
T. W. Schultz, of University of Chicago; Dr. Frank J. Welch, of 
University of Kentucky. 

3. The specific criticism of the parity formula by the economists 
may be summarized as follows [reading]: 

The price parity formula, having outlived its day of usefulness, should be 
abandoned in the interest of gearing a farm program to present realities. * * * 


It is not good economics to rely upon an automatic formula of price relation- 
ships which in its very nature is backward looking and tends to impair the flexi- 


bility of economic adjustment to changed and ever changing conditions. 

Mechanization and other means of reducing costs have affected 
different products differently; organized labor uses [continues 
reading |— 


high-level price support in agriculture as an argument for an upward adjust- 
ment in wage rates 


and— 
farmers need flexible prices based on open-market demand and on free compe- 
tition, not price control. 

One member of the conference committee, Dean Welch, takes ex- 
ception to the general conclusions and states [reading] : 

While the principle of individual choice and free-market prices is consistent 


with American ideals and is theoretically sound and desirable, this principle in 
fact now operates to only a limited extent jn our total economy * * * 


that is very true— 
if agriculture is to operate within the framework of a free market, every effort 
should be made to promote policies that will result in labor and industry being 
under the same type of competitive principles as agriculture. 

Senator Arken. Do you interpret that as meaning that labor unions 
should be done away with and the NAM be abolished 

Dr. Sanvers. This committee would have to recommend that if 
they are consistent. 

Senator Arken. Can you imagine what would happen to agricul- 
ture on a free, open supply and demand competitive basis with the 
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highly organized labor unions and highly organized professions and 
highly organized industrial associations of today? Agriculture would 
need that dole very fast, I think. 

Dr. Sanvers. 4. It is the contention of the National Grange that 
there are inherent economic and social forces in our modern indus- 
trial-agricultural economy that have yielded an inequitable return to 
farmers for decades; that part of this disparity is due to deeply en- 
trenched nonagricultural institutions and part of it is due to certain 
inherent characteristics of agricultural industry in contrast to industry 
in general, and that these institutions and differences will continue 
to yield a disparity of return to farmers in the foreseeable future, if 
not corrected by institutional means. It is furthermore our position 
that there is no validity for our claim unless practical and acceptable 
measures or tests of parity and disparity can be devised. We not only 
do not agree that the parity formula concept has “outlived” its day 
of usefulness but urge on your committee that it must be improved to 
make it more “flexible.” In fact, the National Grange believes that 
the parity concept is urgently needed outside the field of agriculture as 
a fundamental guide in wage contracts of organized labor, and as a 
means of helping to stabilize nonagricultural employment and output 
which we agree with the group of economists is a prerequisite to sta- 
bilized prosperity to farmers and the Nation. 

5. The National Grange was the first national farm organization 
to advocate a revision of the old parity formula to give it more flexi- 
bility to changing costs and demand by the introduction of the so- 
called “modernization” formula for correcting the maladjustments 
between individual farm prices that were inherent in the original 
1909-14 base period parity formula. This original formula was a 


decided step forward in a a fair measure of the disparity 


between farm returns and nonfarm rewards for labor and services 
rendered society. But this old formula did not provide an adequate 
consideration of the changes in the techniques and costs of producing 
various farm products—and hence did not reflect a true measure of 
parity for those farm products where, over a period of years, far 
greater than average reductions of cost of productions occurred. As 
long as the cost of production of a given product was near the average 
reduction of cost of producing all farm products, under the old for- 
mula the parity of the specific product was not far out of line with a 
fair parity price. But when costs of a product were relatively greatly 
reduced compared with the average costs, parity for the product got 
greatly out of line under the old formula. 

6. For example, under this formula the parity price of grapefruit 
rose much above $10 per box, largely because in 1910-14 grapefruit 
production was in its infancy, the fruit was a luxury product, and 
had a very small volume market and high costs. In time grapefruit 
developed- an undreamed of volume market, expanded piadlachion 
greatly which in turn greatly reduced the cost per box, and its old 
parity was completely unrepresentative of its per unit price on a iree 
market and compared with prices of other products. It was necessary 
to introduce some new computation in the parity formula in order 
to make grapefruit parity price and other similar maladjusted parity 
prices practical measures of relative fair prices. It is not only changes 
on the cost of production side that make it necessary to have a modern- 
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ized parity, but changes in demand as well. If the people want less 
potatoes and more meat, the price ratios must change accordingly if 
farmers are to produce those chines consumers want in proper balance. 
It is our contention that the modernization feature of the new parity) 
formula introduced the means of correcting such maladjustments be- 
tween parity prices of the various farm products and introduces some 
of the flexibility needed in the parity measure. 

7. Although we do not claim the new formula of modernized parity, 
reobepereter in the Agricultural Act of 1948, is perfect (indeed the 
Grange a few years ago developed and approved an entirely new 
“parity income” formula which we are convinced is far superior to 
either the old or the modernized formula which we will explain later) ; 
yet we do claim that its “modernizing” feature does give us parit) 
prices of different products that are far more representative of relative 
price parity than the old formula did. Furthermore it is inevitable 
that such a modernization feature would reduce the parity price under 
the old formula of such products as grapefruit. It seems to us that 
it would completely nullify the purposes of the introduction of the 
modernization feature to contend that where the new formula lowers 
the parity under the original faulty formula the old and not the new 
formula would apply as is contemplated in S. 2115. 

8. When the modernized fowatals was passed in 1949, a compromise 
was struck which adjusted parity prices downward from the old to 
the new parity, when the old parity was higher, by five percent of the 
old parity price for each successive year until the new parity was 
higher than the old adjusted parity. In short, the higher old parity 
was adjusted downward to the new parity by 5 percent of the former 
each year until the new parity prevailed. The Grange supported that. 

9. This adjustment was not opposed by the Grange, but we did 
vigorously oppose the provision which stated that: 

Notwithstanding the foregoing provisions of this section the parity price of any 
basic agricultural commodity, as of any date during the 4-year period beginnin: 
January 1, 1950, shall not be less than its parity price computed in the manne~ 
used to October 31, 1949. 

10. We opposed this for the same reasons we now oppose S. 211). 
as follows: 

(a) It refuses to recognize the superiority of the modernized parity 
formula. 

(b) It puts agricultural representatives and farmers in a bad light 
before the American public, by having us say “We recognize the ol: 
parity formula is defective and suggest a better formula which better 
formula, however, we will not accept in the cases of farm products 
whose parity prices are lowered by the better formula.” 

Senator Youne. Do you not think it would be well to wait until we 
were back to normal times before we put into operation the modern- 
ized parity formula; granting that it has the good provisions that 
you state it has, do you not think it would be better to wait until 
normal times? 

Dr. Sanvers. I think, Senator Young, the transition formula is 
taking care of most products. Under the law that is in existence now 





FARM PRICE SUPPORTS AND PRODUCTION GOALS 139 


if a product is severely punished under the transitional modern 
formula the Secretary of Agriculture can relieve it by a different 
height of support. 

Senator Youne. There would not be a transitional provision for the 
basic commodities after 1953 when the modernized parity takes over. 
There will be the abrupt drop. 

Dr. Sanvers. I will grant you that. We have had 4 years to ad- 
just to it. I think we should either approve the formula or accept 
the adjusted formula. 

The Cuarmrman. The Grange is taking the same position with re- 
gard to the extension that it took originally in having it inserted in 
the bill? You have not changed ? 

Dr. Sanvers. Not the transitional. 

The Cuarrman. No; I am talking about the dual formula. 

Dr. Sanvers. Yes. We opposed the dual formula. 

Senator Arken. The Secretary has full-authority to adjust that. 

Dr. Sanvers. By price support. 

Senator Arken. Because of unusual conditions which he finds to 
exist. He does have to have a hearing and the producers of the par- 
ticular commodity have to prove their case. 

Senator Youne. Would that not have to do with the level of sup- 
port and not the parity formula itself? 

Senator Arken. I am reading: 

Whenever the Secretary finds upon the basis of the evidence adduced at the 
hearing required by sections 8 (b) and 8 (c) as the case may be, that the parity 
prices of such commodities are not reasonable in view of the price of feeds, the 
available supplies of feeds and other economic conditions— 


this relates to milk— 


which affect market supply and demand for milk and its products in the market- 
ing area to which the contemplated agreement order or amendment relates he 
shall fix the prices. 


The Cuarrman. That would not affect the basics. 

Senator Arxen. That relates to fixing the price of milk, but I think 
there is a provision which permits him to make a proper adjustment if 
he finds that inequities are committed. 

Senator Youne. In the parity formula? 

Senator Arken. I think there is. 

Dr. Sanvers. It is either in the 1948 act or the 1949 act; I am not 


sure. 
Senator Arxen. I have had the 1949 act handed me. I also have 


the 1948 act. This is on page 4 of the 1948 act, paragraph (f) : 


Notwithstanding the provisions of subparagraphs (A) and (E), if the parity 
price for any agricultural commodity, computed as provided in subparagraphs 
(A) and (E) appears to be seriously out of line with the parity price of other 
agricultural commodities, the Secretary may, and upon the request of a sub- 
stantial number of interested producers shall, hold public hearings to determine 
the proper relationship between the parity price of such commodities and the 
parity price of other agricultural commodities. Within 60 days after commencing 
such hearings the Secretary shall complete such hearings, proclaim his findings 
as to whether the facts require a revision of the method of computing the parity 
prices of such commodity and put into effect any revision so found to be required. 
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If the new parity formula reduces the parity price out of reason, 
the producers can demand a hearing and get it. The Secretary is 
required to give it. 

Ir. Sanpers. And the Secretary is authorized to revise it. 

Senator Arken. If they show that the parity price has been unduly 
lowered, then he would be required to make the proper adjustments. 

Senator Youne. My understanding of that, though, was that it 
was with respect to the support level itself, rather than the parity 
formula computation. 

Dr. Sanpvers. No; it says—it states clearly parity formula. 

Senator Arken. As I recollect, that was the distinct purpose of the 
committee at the time, realizing that under any parity formula that 
some commodity might find itself discriminated against, and that was 
put in there as an escape clause should such a condition occur. 

Senator Youne. I would be very anxious to get the Secretary’s 
interpretation of that provision. 

The Cuairman. He will be here tomorrow. You may proceed. 

Dr. Sanpers. 11. Now we are asked to cast aside permanently the 
improved and modernized formula by S. 2115 for basic crops. This 
the National Grange cannot support and must in all honesty oppose 
with emphasis, although we melee we are subjecting our organization 
to some criticism by this stand. We are anxious to prevent this 
clinging to a defective parity from jeopardizing the friendship of 
nonfarm people for farm income support and of preventing such 
opponents as the previously quoted economists from increasing fur- 
ther the number who would like to see farmers lose all semblance of 
parity benefits. 

Senator Youne. They are opposed to the whole program, anyway, 
any part that would benefit the farmers. You could not win them over. 

r. Sanpers. That is true, Senator. No; I do not believe I would 
say they are opposed to any benefit to the farmers, because they do 
propose a production payment or a dole, as the Senator has called it, 
in depressions. 

Senator Youna. I hope that that day never comes. 

Dr. Sanvers. I am sure it will never come when supports will fune- 
tion only in severe depressions. I hope sincerely it will never come. 

Senator Youne. If we abandon these programs that day will surely 
come. 

Dr. Sanpers. I did not mean to imply that I was sure that a depres- 
sion would never come, but I meant I hoped the day would never 
come when we would have to have that sort of a farm program only. 

Senator Youne. In your statement, do you make any recommenda- 
tion to the Secretary of Agriculture that he revise the parity for- 
mula, so that there will not be this drastic drop in price supports at 
a time when the farmers are faced with increased costs, when labor 
has these guaranties and escalator clauses, when industry has cost- 
plus contracts for their part in the emergency effort? 
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Dr. Sanpers. We would reserve our recommendation until we saw 
all details of the situation, Senator. We know that the means of 
relieving any acute suffering by any group of farmers is in the bill 
for the Secretary, and that this bill is not needed, and we do not 
wish to risk the bad reputation that this bill gives farm ~ with 
the general public, by saying that if this parity formula does not 
work in every case, why, we will take the old formula, because it 
gives us a higher price. I 

Senator Young. If you would make some specific recommendations 
as to what changes you had in mind on parity formulas themselves 
I could have more confidence in the statement you are making. 

Dr. Sanvers. I am going to go into that. If you will give me a 
little more time I will do that for you. 

Senator Younes. Very well. 

Dr. Sanvers. 12. As we stated previously, this ably written, this 
sincere attack of a group of top-ranking economists on the very 
foundation of the farm price support philosophy of American agri- 
culture is not a thing that can be passed off hghtly. It is a frontal 
attack on agriculture’s central fortifications by men who have the best 
interests of the American people at heart. It is serious that their 
basic criticism of the parity formula is in large measure justified and 

ints out not only fundamental defects of the measure of parity and 
disparity but this criticism also takes into consideration an even more 
serious defect of the institutional machinery we have so far set up to 


correct this income disparity between farmers and other segments of 
our gainfully employed. 
13. They have criticized the operative parity formula mainly and 


fundamentally on the basis that it is inflexible, that this inflexibility 
militates against maximum and best use of agricultural resources, 
and therefore prevents a free choice of enterprises by the individual 
farm manager. All this they reason correctly, but only to a partial 
degree, leads toward a controlled and not a free enterprise economy. 
Indirectly they imply in the portion of their study dealing with 
parity, and directly elsewhere in their study, an indictment in a most 
telling way of the implementing machinery which the Congress and 
farm representatives ued labored so earnestly and hard to set up to 
support fair levels of the measured parity prices. 

14. In all this criticism these economists, we admit, were essen- 
tially correct. In only their conclusion does it seem to the National 
Grange were they in grievous error. We of the National Grange 
do not say this lightly but with the most profound respect. We do 
not intend this as in any way a criticism and would in fact not con- 
vey our policies or thoughts on parity and farm price support tied 
to a discussion of this study were it not so indicative of the serious 
defect inherent in the old parity concept and in the implementing 
machinery of present price supports, and if it did not point to the 


98792—52 10 





142 FARM PRICE SUPPORTS AND PRODUCTION GOALS 


great and imperative need for sounder parity and price-support 
laws—laws that permit a flexible, fair, on practical measure of the 
disparity of income of farmers; laws for correcting this disparity that 
do not need to be financed by direct appropriations out of the nae 
ury or that are, in other words, self-financing; and, finally, laws that 
will not encourage regimentation or a monopolistic economy in agri- 
culture but that will allow freedom of individual choice and manage- 
ment of resources by farmers. The National Grange is firmly con- 
vinced that these kinds of farm laws can be devised and are urgently 
needed. 

15. The grievous error in the economists’ criticism of parity and the 
whole operative farm program is that they conclude that the way out 
is for the farmer to discard all institutional remedies for his unjustly 
low income, that he should go back in the main to a purely competitive 
economy for agriculture in an industrial-labor economy that is bene- 
fited by numerous ineradicable institutional aids, protections, and bene- 
fits. The economists justify their stand on the basis of their belief 
that all other restrictive and beneficial institutional measures for 
nonfarm interests should likewise be removed. They evidently believe 
that a free-enterprise economy is necessarily an economy free of most 
institutional direction. 

They did not dwell on that very much. You will find that only in 
some phrases of their report. You will find it in one dissent, the dis- 
sent I read to you by Dean Wells. 

Senator Aiken. I wonder which of these organizational set-ups they 
would do away with first. 

Dr. Sanpers. Labor or a lot of other things. 

Senator Arken. I am afraid it is agriculture. They seem to think 
that maybe these others, the elimination of labor organizations and 
industrial organizations and professional organizations, might fol- 
low, but I doubt that they would follow. 

Dr. Sanpers. It might be well, Senator, for the committee to call 
the chairman of this committee or some of these committee members 
and discuss that with them. 

The Cuaraman. Why waste time? 

Senator Arken. I would like to know how you would go about put- 
ting 15 million laborers on a competitive basis. 

r. Sanpers. I think it might be like trying to lift the world. 

16. Even this group of economists live and earn their living under 
strong institutional protection of their grades in rank and their salary 
scales. To them, and rightfully so, these institutional measures that 
help to determine their ranks as professors and administrators, their 
salaries, their retirement, and other benefits are not institutions de- 
structive of their own liberties, their freedom of economic choice, 
and their standards of living. Rather, these institutional protective 
means are invaluable supplements or complements of the operative 
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free-enterprise system under which they earn their livelihood. So is 
it, we believe, with sound farm laws for farmers. 

17. We in the Grange believe that the American farmer is entitled 
to a larger reward than that he normally gets for his labor and man- 
agement. We believe that laws and institutional means can and should 
be devised that will give farmers a parity income and will in no 
essential impair free enterprise in agriculture. This belief of farm 
disparity does not rest on ? ed grounds but rather on authenticated 
public data on disparity of farm income. We present herewith a - 
tabulation showing what the farmer has received as a compensation 
for his own labor and management efforts compared with what the 
average industrial labor received for the period of 32 years from 
1920 to 1951. This table reveals in column 9 the striking fact that 
the average farmer actually has been paid for all his personal labor 
and management—his work efforts—over this entire 32-year period 
only 52 percent as much as the average industrial wage worker has 
been paid. In exceptional years the farmer came near to working for 
no personal labor or management pay whatever; as, for example, 
he received only 6 percent and 9 percent, respectively, in 1921 and 
in 1932 as much pay as did the average fully employed industrial 
worker. It must be always borne in mind that the farmer always 
operates at a full output, full employment level. 

The Cuatrman. Without objection, this tabulation will be placed 
in the record at this point in your remarks. 

(The table is as follows :) 
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Dr. Sanpers. 18. This tabulation undertakes in as fair a way as we 
know how to make the farmers’ labor accurately comparable to indus 
trial wage workers’ earnings. We have credited the farmer with al! 
vegetable and fruit value and all fuel received from his farm, a renta!| 
allowance for his home, a credit for any labor he did on other farms 
or in nonfarm work, as a part of his farm labor and management com- 
pensation. In comparing the farmer’s earnings we have assumed 
farmers are working full time and that industrial pay is for full-time 
work. It is true that we have credited vegetable, fruit, and farm- 
supplied fuel at farm price rates, which the industrial wage worker 
must buy at higher retail rates, but offsetting this is the fact that for 
those things which the farmers must buy in town they pay for at retail 
prices plus the cost of hauling out to the farm. We believe our com- 
parison is valid and fair in all possible ways. 

19. We wish to call your attention to the last column of the table, 
which gives the percentage that farm products sold for of the price 
they should have brought farmers in order to bring farmers a reward 
on a parity with the earnings of wage workers. In 1933 farm prices 
measured on this parity basis were down to the 32-year low of 52 
percent‘of parity. Even in the exceptionally good price year of 194s 
farm prices were short of parity by 4 percent, and on that best year 
farmers were receiving earnings that were only 87 percent as high as 
industrial wage workers. 

20. Some would criticize this comparison on the basis that it in- 
cludes some 2 million low-income farmers. But I would counter with 
the fact that average industrial wages also include millions of mar- 
ginal industrial workers. Also, it should be noted we have allowed 
for all supplemental or nonfarm labor income of farmers. 

21. We Lalteve that we are justified in claiming that the average 
American farmer is entitled to an income on a parity with that of the 
average industrial wage worker. Not only that, but we believe we can 
never hope to make our free-enterprise system work at optimum 
efficiency as long as this very important farm segment of our gainfully 
employed must work at half pay and consequently with about a half 
purchasing and consuming power. The table reveals that only during 
the years when farmers’ labor income was from three-fourths to 
above 90 percent of industrial wage earnings was there relative pros- 
perity in the land. 

21. At its annual session at Columbus, Ohio, in 1947 the Grange 
approved, as we stated above, an improved parity formula based on 
conditions of full employment. We believe that this formula is in 
general a better and more practical parity formula than the present 
modernized parity formula. 

22. In the first place, agriculture is at all times a full-output, full- 
employment industry. The total amount of work and output of 
farmers varies but very little during prosperity or depression, during 
good and hard times alike. We believe that it is therefore basically 
necessary to take this characteristic of agriculture into account in 
computing an equitable measure of parity for farmers. 

23. The detailed steps for computation of the proposed full em- 
ployment parity for farm products are as follows: 

Step 1: Determine the average percentage of the total national! 
income which farmers actually received as cash income—receipts— 
during the most recent 5-year period. 
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Step 2: Determine the minimum amount of gross national income 
necessary to maintain reasonably full employment and a sound econo- 
my for the ensuing year. The determination of this figure is one of the 
responsibilities of the Council of Economic Advisers. 

That is what national income would be required to give us, full 
employment for the coming year. 

Step 3: Multiply the percentage arrived at in step 1 by the national 
income figure arrived at in step 2 to obtain the gross parity cash income 
for agriculture under a full-employment economy for the ensuing 
ear. . 

Step 4: To reduce this to individual commodity prices, compare the 
gross parity cash income for the 5-year period, arrived at in step 3, 
with the average actual cash farm income for the same period to deter- 
mine whether the actual cash income has been higher or lower than the 
parity cash income and to determine the percentage needed for caleu- 
lation of parity prices. 

Step 5: Multiply the percentage of parity arrived at in step 4 by 
the average individual commodity price prevailing during the 5-year 
period to get the desired parity price for each commodity. 

We believe that such an income parity price, if applied to all prod- 
ucts alike, would reflect changes in costs, technical improvements, and 
trends in demand and would serve in large measure, if used as a basis 
of price supports, to eliminate the need of adjustments in farm produc- 
tion by Government means. 

24. The full-employment income parity which we present above, we 
believe, has the following points of superiority over the present mod- 
ernized parity: 

(a) It takes into account that agriculture is a full-output, fully em- 
ployed industry. 

(6) The level of farm prices is based on income relationship rather 
than price relationship and therefore dispenses with the complex index 
of costs of things farmers buy. 

(c) It dispenses with a base period which has been the basis of some 
of the most serious criticism of the other two parity formulas. 

(¢) It is adjusted freely for changes in costs and demand of specific 
products on a 5-year moving average of these relationships instead of 
the 10-year period of the current formula. 

The results of parity calculated under the full-employment formula 
compared with parity under the current modernized formula are 
shown in tables 2 and 3. In general, in table 2 it will be seen, by com- 
paring the parity index of the present modernized parity with that of 
the full-employment parity, that the latter raises the parity level some- 
what above the level of farm parities computed under the current mod- 
ernized parity formula. Calculations under the full-employment 
formula for individual products, however, do not show consistently 
higher parity prices under the full employment formula. For the 
period 1945 to March 1952, wheat (in the last 3 years), corn, tobacco, 
soybeans, flaxseed, rice, beef cattle, hogs, and milk all show higher par- 
ities under the full-employment formula than under the current mod- 
ernized formula; but cotton, peanuts, and potatoes show lowered 
parities. 

25. With this formula and a two-price system in which parity is 
paid on the domestic or primary portion of the product as a differential 
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above the free market price and the export or secondary portion is 
allowed to move at free market price—with such a combination of par- 
ity and price support, free choice and use of farm resources would be 
available to farm operators. This would avoid present parity diffi- 
culty where parity support is paid for the entire crop which in time 
tends to freeze parity prices regardless of changes in costs and demand 
of crops. 

° oy Under that system there would be no effort made 
to dictate to the farmer what he should plant; he could plant anything 
he wants. 

Dr. Sanvers. None at all; that is right. The only penalty he would 
get would be that his surplus would sell at surplus prices. 

The Cuarrman. Without objection, the two tables appended to your 
statement will be made a part of the record at this point: 

(Table No. 2 and table X o. 3 above-referred to are as follows :) 


Tas_e 2.—Comparison of parity indexes and ratios for parity, calculated on the 
basis of the present modernized parity formula and parity computed with 
formula based on full-employment income 
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Senator Youne. At the present time when the Government is asking 
for increased production of the three very important commodities, 
wheat, cotton, and corn, do you believe the present price-support leve! 
is too high? 

Dr. Sanpers. I doubt it. I think probably if the Government. 
after careful study of the need and the present price supports, feels 
that the farmers require higher prices to grow profitably additiona!| 
crops then they should raise the support as they have a right to do. 

Senator Youna. If the Congress did not see fit to adopt this parity 
formula you have proposed, would you then let go in effect this drop 
in price support of these major commodities at a time when we are 
asking for increased production ? 

Dr. Sanvrers. No; I would not do that, but I would uire the 
Secretary to use the machinery that he has in the law, rather than 
to have this dual formula that gives us such a bad name before the 
general public. 

Senator Youna. There is considerable merit to what you say. 

Dr. Sanpvers. That is the objection that we have to this formula. 
We believe that the machinery is in the law already for the Secretary 
to protect the farmer from any seriously unprofitable prices. He 
has to accept 

The Cuatrrman. There is no way to make him act, however. 

Dr. Sanpers. No; that is certainly true, but I think the Secretary 
is the type of fellow who wants to act to please the general run of 
farmers. I am sure that he will be pretty certain to act if he gets in 
a real tight place on that. 

The Cuarrman. Are there any further questions? If not, thank 
you, sir. 

* Dr. Sanpers. Thank you. 

The Cuarrman. Our next witness is Mr. Otie M. Reed. 

Will you give us your name in full and a little description of 
yourself / 


STATEMENT OF OTIE M. REED, WASHINGTON REPRESENTATIVE, 
*NATIONAL CREAMERIES ASSOCIATION 


Mr. Reep. Mr. Chairmaa and gentlemen, my name is Otie M. Reed. 
and I am the Washington representative of the National Creameries 
Association, which has its headquarters in St. Paul, Minn. The 
National Creameries Association is composed of some 952 local dairy 
manufacturing plants, of which about 85 percent are producer-owned 
and controlled cooperative associations. 

The Cratrman. Are you connected with the National Milk Pro 
ducers Federation ? 

Mr. Reep. No, sir; this is a separate organization entirely. 

The CuarrmMan. In competition with each other? 

Mr. Rerp. We work pretty much along the same general lines, just 
iwo organizations in the same field. 

We have about 300,000 dairy farmer patrons, located in the States 
of Minnesota, Wisconsin, Iowa, North, and South Dakota, Nebraska. 
and Kansas. Our patrons are engaged primarily in the productioy 
of milk and butterfat which is used in making butter and nonfat dry- 
milk solids—two of the major price-support commodities. 
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Our primary interest in appearing before you today is in S. 2996. 
The other bills before the committee regarding the general subject 
of the percentage of parity prices at which prices to producers should 
be supported—S. 450 and S. 2115, do not concern us particularly, since 
they deal with the parity levels for either basic commodities, or specify 
the support levels for nonbasic commodities. Under the current act— 
the Agricultural Act of 1949, milk and butterfat are called designated 
nonbasic commodities. 

As we interpret S. 2996, it would provide the following with refer- 
ence to milk and butterfat : 

1. Establish mandatory support prices for whole milk and butterfat 
at 100 percent of parity prices for such commodities—such levels to 
be instituted as of the beginning of the 1953 marketing year. 

2. Maintain the authority of the Secretary of Agriculture to 
establish higher support levels, as provided under section 402 of the 
Agricultural Act of 1949. 

With respect to basic commodities, the proposed bill would repeal 
the sliding scale of price support levels specified in section 101 of the 
current act, and would direct the Secretary to support the prices of 
milk and butterfat at 100 percent of parity. Also, the bill would 
establish support prices at 100 percent of arity, or its equivalent basis 
comparative feeding values with corn, for most of the feed grains. 

We wish to direct the greater part of our statement to the proposals 
regarding price-support levels for milk and butterfat contained in the 
proposed bill without taking any position regarding other commodi- 
ties—which no doubt will be represented by their own organizations. 

I would like to make it clear at the outset that we are favorable 
to producers receiving 100 percent of parity if circumstances warrant 
such prices. The achievement of parity prices has been the goal 
of producer organizations such as the one I represent for many years. 
Producers have a very real and important stake in the price-support 
program conducted for a number of years by the Department of Agri- 
culture and the Commodity Credit Corporation. We would be very 
much opposed to legislation that would impair these programs, or 
that would have in it the seeds of destruction of the program. 

The Agricultural Act of 1949 is a well-coordinated piece of legis- 
lation covering practically the whole of agricultural marketing. In 
this legislation upper limit of price support for basic commodi- 
ties is placed at 90 percent of parity, with sliding scales downward 
to 75 percent as the estimated total supply relative to normal supply, 
as determined by the Secretary of Agriculture, increases. With re- 
gard to designated nonbasic commodities, which include milk and 
butterfat and the products thereof, no sliding scale of price supports 
based on specified changes of total relative to normal supplies are in- 
cluded in the act. However, the price-support level may be placed 
at not less than 75 percent or more than 90 percent of parity, at the 
discretion of the Secretary of Agriculture. 

The act of 1949 represents the culmination of years of effort by 
dairy producers and their representatives to secure what we thought 
was the recognition the dairy farmer deserves as one of the most im- 
portant contributors to the volume and value of agricultural produc- 
tion in this country, and the diets of our population. As just noted, 
the act of 1949 recognizes this preeminent position of the dairy pro- 
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ducer, and for price-support purposes defines milk and butterfat as 
designated nonbasic commodities. 

In view of our feeling in this matter, it seems entirely appropriate 
to consider the proposed legislation in relation to the currently effec 
tive act of 1949 (Public Law 459). 

1. Methods of computing parity provided in Public Law 439 are 
satisfactory: Section 409 (B) of the act of 1949 amended the Agri- 
cultural Act of 1948 to provide for the addition of the wages paid hired 
farm labor to the parity index. Again, this represented the achieve- 
ment of a goal that producers and their representatives had striven for 
for many years. Labor costs constitute one of the major cost ele 
ments of the dairy farmer, and it is indeed desirable that such costs 
be recognized in the parity formula. The proposed bill (S. 2996) 
does not change this element of the parity price formula for milk and 
butterfat, although with respect to the basic agricultural commodi- 
ties, grain sorghums, barley, oats, and rye it provides that parity 
prices shall not be lower than the parity price for such commodities 
computed in the manner used prior to the enactment of the Agricul- 
tural Act of 1949. . 

The different methods of computing parity provided by the cur- 
rent legislation and the old formula result in different parity prices, 
as set forth in tables 1 and 2 attached hereto. 

The method of computing parity prices for milk and butterfat 
under the Agricultural Act of 1949 sometimes results in higher, and 
at other time lower prices, than is the case with the old parity-price 
formula. During the 32-year period—1920-51—the old method 


resulted in higher parity prices during 8 years, lower parity prices 
for 22 years, and equal parity prices for 2 years. (See table I.) 


I do not wish to comment with regard to the parity prices applicable 
to the basic commodities, sorghums, and other feed grains when com- 
puted by different methods, but merely to point out the differences 
involved. At present, the proposed bill, with methods based upon 
the original parity-price formula, would result in increases for the 
grains, as set forth in table 2 attached. 

The proposed bill does not involve any change in the methods of 
computing parity prices for milk and butterfat. Accordingly, we 
merely wish to reiterate that we desire that for milk and butterfat, 
parity prices be computed under the current formula provided by 
Public Law 439. As a matter of principal, we in the dairy industry 
think that the parity formula should recognize wages of hired farm 
labor, as well as the other elements in the formula, and we desire no 
change to be made in the methods of computing parity for our com- 
modities. 

2. Flexible price support provisions of the Agricultural Act of 
1949 should be retained: As I said at the outset of this statement, we 
in the National Creameries Association are desirous that our mem- 
ber patrons receive full parity prices. From this point of view, the 
proposed bill would be satisfactory. However, it seems to us that 
removing the flexible provisions relative to support price levels, and 
making it mandatory upon the Secretary of Agriculture to support 
prices of milk and butterfat at not less than 100 percent of parity, 
might work out to be too inflexible, and might not permit the develop- 
ment of the support program in line with changing conditions. 
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The dairy industry is a very dynamic ere and change is the 
order of theday. During the last 12 years, there have been truly stag- 
gering changes in the industry, particularly regarding the utilization 
of milk, and the rapidly developing mobility of milk from market 
to market and from use to use. - 

The last 12 years have witnesses a marked reduction in the per 
capita consumption of butter, and significant increases in the per 
capita consumption of most of the other dairy products. Butter, 
of course, has been losing its market to cheap substitutes, and its milk 
supply to a growing demand for fluid milk and cream and other dairy 
products—without corresponding increases in the volume of total 
milk production on farms as compared with the increasing demands of 
the growing population. (See table 3.) 

The Cuarrman. All of the tables that you have attached to your 
statement will be incorporated in the record as a part of your re- 
marks at the end of your statement. 

Mr. Reep. Thank you, sir. 

In our view, it is desirable to retain the flexible support level pro- 
visions of the Agricultural Act of 1949. This would make it possible 
for the Secretary of Agriculture to establish support programs based 
upon the facts in the situation as of the beginning of each marketing 
year. We believe that the Secretary can be relied upon to establish 
these levels at a point that would be fair to milk and butterfat pro- 
ducers. If his hands are tied by mandatory provisions, such as vis- 
ualized from the operations of the proposed bill, the Secretary could 
not take cognizance of conditions that might indicate a different level 
of support prices from that of 100 percent of parity provided in the 
proposed bill. 

Actually, under the act of 1949, there is no limit to the level at which 
the Secretary may establish support prices. He may establish them 
as high as 90 percent of parity without any restriction. He may 
establish them at any level above 90 percent of parity that he deems 
advisable, after first having pony reli a public hearing as to the facts 
in the case. 

Section 402, Public Law 439, Eighty-first Congress, first session, 
provides that— 

Notwithstanding any other provision of this act, price support at a level in 
excess of the maximum level of price support otherwise prescribed in this act 
may be available for any agricultural commodity if the Secretary determines, 
after a public hearing of which reasonable notice has been given, that price 
support at such increased level is necessary in order to prevent or alleviate 
a Shortage in the supply of any agricultural commodity essential to the national 
welfare or in order to increase or maintain the production of any agricultural 


commodity in the interest of national security. The Secretary's determination 
and the record of the hearing shall be available to the public. 


The oe pegs bill also provides that price-support levels may be 


established at higher than parity prices, and we think this is a desir- 
able provision. 

While it would be a fine thing for producers to be assured of full 
parity prices, it is suggested that to forego the current flexible price- 
support level would be a very dangerous thing. Price-support levels 
that are too high result in huge volumes of purchases by the Govern- 
ment, with consequent losses in handling met in disposing of the com- 
modity. In time, this would cause a revulsion of public opinion, 
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and perhaps the termination of the program. Generally speaking, 
the advice of the industry is usually sought regarding probable pro- 
duction and marketing conditions before a price-support program is 
announced. Thus, the Secretary has the advice of producer leaders 
and others in fixing the price-support levels for any given year. 

3. Upper limit of discretionary price-support levels should be raise«| 
to 100 percent of parity: While we favor the retention of the flexible 
»rice-support level provisions of the Agricultural Act of 1949, we 
Eitiows that it would be desirable, if a bill is reported by this com- 
mittee, to amend the sliding-scale provisions for milk and butterfat 
to provide an upper discretionary fimit of 100 percent of parity in- 
stead of 90 percent. The range, if this suggestion were to be accepted, 
then would be from 75 percent to 100 percent of parity. 

Our reason for this position is that we think the various levels of 
rice provided by different laws affecting the marketing of milk and 
butterfat in all forms should be the same in principle. As the matter 
stands now, the price-support program is the only program con- 
ducted by the F sdetal Government directly related to market prices 
that is available to the producer of butterfat and manufacturing milk. 
Under the law, the upper limit of price to be achieved by the aid of 
the Department of Agriculture is 90 percent of parity. On the other 
hand, the producer of milk used for fluid milk in city markets has 
available the Agricultural Marketing Agreement Act of 1937, under 
which orders are issued which name the prices which milk distribu- 
iors must pay for milk distributed in city markets operating under 
Federal orders. 

There are close to 50 orders now, and they cover a number of our 
very large markets throughout the country and represent a very sig- 
nificant percentage of the total fluid milk consumed in city markets 
in the United States. 

Under the Marketing Agreement Act, the level of prices which the 
Secretary may establish and which distributors must pay may be at 
parity for such milk, or at such other levels as the Secretary finds 
will properly reflect economic conditions in the area and insure a 
sufficient quantity of pure and wholesome milk for city consumption 
as fluid milk. As a matter of practice, the Secretary uses the latter 
criterion in establishing prices in practically all markets under his 
supervision. While there are no comparable parity prices for milk 
sold as fluid milk and so classified for pricing purposes under the 
orders, available information indicates that the prices are most as- 
suredly sufficiently high to maintain or even increase the supplies 
needed for the markets under the Secretary’s supervision, except cer- 
tain chronically deficit markets which do not under ordinary circum 
stances receive sufficient milk from local production to meet their 
needs, and which probably will not receive enough such milk even 
under orders. 

Accordingly we believe that some of the disparity just noted may be 
corrected by raising the upper limit of price supports which the Secre- 
tary may institute on a discretionary basis from 90 to 100 percent of 
parity. 

3. Price-support program has worked well in recent years: Manda- 
tory support prices at 100 percent of parity, as provided in the pro- 
posed bill, would result in an increase in support levels at this time 
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for milk and butterfat. The Secretary of Agriculture has announced 
that, from April 1 this year until March 31 next year, he will so 
the prices of milk and butterfat for manufacturing purposes at a level 
estimated to return to producers 90 percent of parity. The Depart- 
ment of Agriculture estimates the announced purchase prices for but- 
ter, cheese, and nonfat dry milk solids will result in prices to producers 
of $3.85 per hundredweight of manufacturing milk and 69.2 cents per 
pound butterfat. If a level of 100 percent of parity were effective 
now, the support level for butterfat would be 76.9 cents per pound 
and for manufacturing milk $4.28 per hundredweight. 

For the last several years the price-support program as conducted 
by the Commodity Credit Corporation has operated to the fairly gen- 
eral satisfaction of producers. Starting in 1949, support levels have 
been placed at 90 percent, 79 percent, 87 percent, and 90 percent of 
parity prices in 1949, 1950, 1951, and 1952, respectively. 

During the years 1949 and 1950 quite heavy purchases of butter, 
cheese, and nonfat dry milk solids were made. There was relatively 
little purchasing for price-support purposes during the entire year of 
1951. (See table 4 attached.) 

Taking the entire period, 242,399,175 pounds of butter, 135,237,579 
pounds of cheese, and 722,548,017 pounds of nonfat dry milk solids 
were purchased. Of this amount, 142,408,757 pounds of butter were 
tees | vm the private trade in this country, 33,568,560 pounds of cheese, 


and 83,806,759 pounds of nonfat dry milk solids. A large volume of 
the respective commodities were disposed of on domestic and foreign 
relief programs and there was a fairly large volume disposed of 
f government-to-government sales to fo 


throug oreign countries at re- 


duced prices. 

4. Suggested clarifying language for proposed bill: In case this 
committee reports a bil] embodying the mandatory 100-percent-of- 
parity level as the price-support level, we have certain suggestions to 
make regarding the wording of the provision so that there will be no 
doubt as to the authority of the Secretary under the bill, or the intent 
of the Congress with reference to the matter. 

The Agricultural Act of 1949 provides, in section 201 (c), as follows: 

(c) The price of whole milk, butterfat, and the products of such commodities, 
respectively, shall be supported at such level not in excess of 90 per centum nor 
less than 75 per centum of the parity price therefor as the Secretary determines 
necessary in order to assure an adequate supply. Such price support shall be 
provided through loans on, or purchases of, the products of milk and butterfat. 

It is to be noted that the proposed bill deals solely with whole milk 
and butterfat, without reference to the products of milk and butterfat. 
It is suggested that, if the committee makes any modifications in the 
Agricultural Act of 1949, such as is provided in the proposed bill, 
reference to the products of milk and butterfat be included. This is 
suggested in order that there be no mistaking that the Secretary of 
Agriculture has the authority to support the price of milk and butter- 
fat to producers through the purchase of the products of milk and 
butterfat, such as butter, cheese, nonfat dry milk solids, evaporated 
milk, and the like. Whole milk and butterfat are not purchased 
under a price-support program and it probably is impossible to do so. 
Accordingly the Secretary should be given authority to purchase the 
products of milk and butterfat as the means whereby the prices of milk 
and butterfat to producers would be supported. 
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I wish to thank the committee for its courtesy in listening to my 


statement. 


(Tables Nos. 1, 2, 3, and 4 are as follows:) 


TABLE 1.—Comparisons of parity prices for butterfat and milk sold wholesale. 
United States, with parities computed by the old parity formula, and the new 





Butterfat (cents per pound) 


formula set forth in the Agricultural Act of 1949, 1920-51 


Milk sold wholesale (dollars per 
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Source: Compiled from reports of the Bureau of Agricultural Economics, U. 8. Department of Agriculture 


TasLe 2.—Comparisons of parity for specified agricultural commodities, annual— 
1950 and 1951, using the old parity formula and the new formula provided by 


the Agricultural Act of 1949 


Commodity 


Year 1950 


Wheat... ‘ 
Gillktnniddecabuteenttiboubemkucubal 


...---.~--.bDushel.-. 
do... 


| 
| 
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See sea tt 
.....- hundred weight _. 
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Year 1951 
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parity 
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. 998 
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1.80 
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| 
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culture. 


Source: Compiled from reports of the Bureau of Agricultural Economics, U. 8. 


Department of Agri- 
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TaBLE 3.—Per capita consumption of fluid milk and cream and other dairy prod- 
ucts, United States, average 1935-39, and 1940, 1945, 1949, 1950, 1951, and 
estimates for 1952 (in pounds) 








} | | | } | 
Average | 
—_ 1935-39 1940 | 1949 | 1950 | 1951 | 1952! 


Total milk. ; 801 | 821 
Fluid milk and cream... __. ; ¢ 340 | 343 
Cheese ; 5. 6.0 5. 6 2 ; .2 - 

Soa milk ?_____- 16.6 | 19.2 . 6 ‘ | i ; 18.6 

Ice cream (milk used) 2. 28.1 31. 4 | 7 5 | 42.1 

Dry whole milk -- 0.12) 0.14 . 37 | ¥ ; 0. 36 

Nonfat dry milk solids 1. im ft. ‘ 33 3.6 | 4.1 
16.7 16.9 | ; . = 9.0 


! Estimated. 
? Includes condensed. 


Source: Reports of the Bureau of Agricultural Economics, U.S. Department of Agriculture. 


TABLE 4.—Purchases and disposition of butter, cheese, and nonfat dry milk solids 
under the price support program, January 1949 through September 1951 (in 


January- 


Septem ber 
1951 











114, 273, 000 127, 905, 000 221,000 | 242, 399, 000 

25, 526, 000 108, 944, 000 767,000 | 135, 238, 000 

Nonfat dry milk solids : 325, 493,000 | 351,641,000 | 45,414,000 | 722, 548, 000 
| 


Butter: | 
Domestic trade... 2, 569, 000 113, 280, 000 26, 560, 000 | 142, 409, 000 
ae : ; ee eee ae ------| ' 99,008, 000 

Cheese: 

—— trade__ : : Se 25, 716, 000 7, 852, 000 33, 568, 000 

nied neu Sales ‘ a a oe | 1101, 633, 000 

Nonfat ary milk solids: | 
Domestic — —_—o sovtt nacdebemognend 40, 755, 000 43, 061, 000 83, 807, 000 
Sts icin iiidasidiieasigetietgnasiet ‘ Nn Mey TA NS BORE 588, 488, 000 

| 


! Other dispositions, including neuen sales to foreign governments at reduced prices, and donations 
to domestic and foreign welfare organizations, are not classified by years. 


Source: Summary of Purchases and Sales of Dairy Products Acquired Under Price Support Programs, 
January 1949-September 1951. Published by the Dairy Branch, Production and Marketing Administra- 
tion, U. 8. Department of Agriculture, October 1951. 

The CuatrMan. Our next witness is Mr. Garver. 
Will you give your name in full for the record, and a little descrip- 
tion of yourself ¢ 


STATEMENT OF WALTER B. GARVER, MANAGER, AGRICULTURAL 
DEPARTMENT, CHAMBER OF COMMERCE OF THE UNITED 
STATES 


Mr. Garver. My name is Walter B. Graver. I am manager of the 
agricultural department of the Chamber of Commerce of the United 
States. 

The chamber of commerce is a federation of over 3,500 chambers 
of commerce, trade associations, and business organizations repre- 
senting more than 1,500,000 businessmen and firms. 

The chamber’s interest in agriculture stems from two considera- 
tions. In the first place, a great bulk of its members are engaged in 
the business of producing, processing, warehousing, transporting, and 


98792—52——11 
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merchandising farm products, or supplying and servicing the farm- 
er’s needs for goods and services used in living and production. 

Secondly, of the more than 2,500 local chambers of commerce affi- 
liated with the national chamber upward of 85 percent of them are in 
predominantly agricultural areas. Actually that means that agricul- 
ture is the basic business activity in these communities. 

The following principles express the attitude of chamber members 
toward farm policies and programs: 

National farm policy should aid to protect farmers against an undue 
share of the burden of price declines in periods of economic depression. 

A national farm program should give full scope to the interplay of 
the economic forces of supply, demand, and technology which can be 
neither ignored nor circumvented. The determination of levels of 
production should be by the operation of economic forces working 
through the price system of a free economic society. The choice in 
the use of his land, labor, and capital should be left to the farmer. 

Price supports, which should be used only in emergencies, must be 
flexible and at levels which will not stimulate increased production 
leading to unmanageable surpluses. Surpluses beyond a reasonable 
margin of safety are potentially dangerous not alone to agriculture but 
to the rest of the national economy. 

High price supports must be avoided because to maintain them the 
Government inevitably will be obliged to enforce controls which may 
lead to the complete regimentation of the farmer. 

I address myself first to S. 2115. As I understand it, we are not 
here concerned with the question of parity as between agriculture as 
a whole and the rest of the economy. As I understand it, we are deal- 
ing with the definition of parity of individual commodities. 

As between commodities the parity of one with another should 
signify the rate at which one is equal to others in value. We believe 
that on the demand side these parities should be closely in line with 
the way the consumer rates them in value. On the supply side it 
boils down to the way the producer rates them as to the real costs of 
production. The relationships between individual commodity price: 
are scaled over a period of time to two important and powerful acess 
that cannot be ignored if our parities and price policies are to make 
sense. 

Since the base period 1909-14 we have had many remarkable changes 
in farm technology. Some products have become cheaper to produce 
in real costs, such as corn and wheat. For some others, such as milk, 
the real costs of production are higher. 

Senator Youna. How do you arrive at that figure? 

Mr. Garver. In terms of the labor and capital required to produce 
them, not in dollar terms, but in terms of the real effort that is put 
into them. 

Senator Youna. Do you take into consideration the fact that farv 
machinery outlay for the individual farmer probably costs him te: 
times now what it did before? 

Mr. Garver. Yes; that is right. 

Senator Youne. You take that all into consideration ? 

Mr. Garver. That is right. 

Senator Youne. I do not know how you arrive at your figures, bu! 


go ahead. 
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Mr. Garver. Secondly, consumer tastes and preferences change. 
As our national diets have improved we prefer more of the proteins 
and of fruits and vegetables, and less of some things such as cereals. 

The relationships between commodity prices, therefore, indicate 
higher parities for those commodities consumers value more highly, 
and lower parities for those not wanted so much. It seems to us 
that to go contrary to these relationships with parities out of line and 
to implement them with price supports is to encourage the production 
of quantities in excess of what the consumer will buy at the parity or 
supported prices. In other words, agriculture must ultimately face 
up to the market as it expresses itself in effective demand as between 
respective commodities. 

We know there are some who favor enforcing the old parity prices 
based on 1909-14 by the use of allotments and quotas in order to tailor 
supply to demand at parity prices. It seems to us that this method 
cannot succeed without drastic punitive devices because there will 
always be skilled producers who will see greater returns to them- 
selves by staying outside of the controls programs and producing with- 
out restraint. if, to prevent this, compulsory and police state restric- 
tions are placed upon production, setting up a federally sponsored 
monopoly, we sincerely believe the great bulk of American farmers 
will rebel and reject such a program. 

Turning now to the merits of the old versus “modernized” formulas 
for parity, I should like to call attention to the specific levels of the 
basic commodities and to the relationships between their prices. Let 
me talk about price relationships in two types of situation. 

The first deals with commodities which in some degree are comple- 
mentary toeach other. In figure 1 there are illustrated the price rela- 
tionships between hogs and corn. In other words, the price of hogs 
is here expressed as so many bushels of corn. The solid line is the 
price of hogs in terms of bushels of corn based upon actual prices 
received by farmers. The straight line running clear across the chart 
is the price of hogs in terms of corn as set by the old parity formula 
and is equal to 11.3 bushels. You can see that this ratio between the 
old parity prices is not a very good guide to the relationships that 
have prevailed between hogs and corn in the farmer’s world. 

The broken line is the price of hogs in terms of corn that would have 
prevailed with the use of the modernized parity formula during this 
period. To put this another way, and using the period 1946-50, for 
example, the markets said that hogs on the average were worth 13.2 
bushels of corn while the old parities said they were worth only 11.5 
bushels and modernized parities would price them at 13.1 wae 

In view of the importance of the relationship between the prices of 
hogs and corn the parities should reflect a balanced relationship 
between the two commodities. 

Senator Youne. How would you adjust that? For example, now 
when we have a surplus of hogs and the price of hogs are down, to 
correct the relationship would you price the corn down, even though 
it represented a loss to the corn producers, to correct that relationship ¢ 

Mr. Garver. All I am saying is that the modernized parity indicates 
what this relationship is, because it is a moving average of the market. 

Senator Youne. I wonder how you would correct that. You must 
recognize now there is a surplus of hogs and the price is down below 
the cost of production. 
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Mr. Garver. I think the authority, the power which the Secretary 
has under the act to make such adjustments as the situation demands 
leave room for correcting that to avoid either disaster or to avoid get- 
ting too far out of line. 

herbie Youne. Some are sort of thinking now that because hogs 
are in distress that they ought to put the feed producers in distress, too, 
by reducing his prices below support, below the level of cost. 

Mr. Garver. One evil does not correct another, does it? 

Senator Youna. No. 

Mr. Garver. The same principle is further illustrated in figure 2 
where the price of beef cattle is expressed in terms of bushels of corn. 
The old parity says that beef cattle are worth only 8.4 bushels of corn, 
yet only three times in the last 21 years have beef cattle been that cheap 
in terms of corn. 

During the 10 years 1941-50 the prices received by farmers show 
cattle on the average to have been worth 11.8 bushels of corn. The 
modernized parity formula prices cattle at 10.9 bushels. 

Let us take the relationship between wheat and butterfat prices. 
The old parity formula says that wheat is worth 3.35 pounds of but- 
terfat, yet in the 21-year period from 1930 through 1950 only twice 
did the price of wheat get this high in terms of pounds of butterfat. 
Again, using the period 1941-50 the markets priced wheat at 2. 
pounds of butterfat. Modernized parities priced it at 2.85 pounds. 


1. Price of wheat in terms of butterfat 
[1909-14 base ratio (Ibs.) 3.35] 


_— Actual farm | Modernized 
Period Price ratio | parity ratio 





| Pounds | Pounds 
1931-35. _ .. . sesd aw See . - se 2. 87 : 
1941-45. _ _. ower ‘db Achill seceatantend ined onal 2.80 | 
1946-50... . s . ; ——S x 2.99 
1941-50 _. ‘ ne nilagundiinn 2.90 | 





The CHarrMan. Without objection, all of the tables referred in your 
paper will be made a part of the record. 

Mr. Garver. Thank you, sir. 

Let us turn next to some of the relationships between commodities 
which more or less compete with one another in typical farming areas. 

Figure 3 illustrates the price of cotton in terms of peanuts. The 
old parity formula says that the price of cotton is 2.58 pounds of 
veanuts. Yet only once in the last 21 years have the markets, as shown 
prices received by farmers, shown such a low price for cotton. As 
may be seen from figure 3 or from table 2, the modernized parities 
would have provided a much closer guide to the price of cotton in terms 
of peanuts. Again, using the 10-year neoted 1941-50, modernized 
parity would have averaged 3 pounds of peanuts per pound of cotton 
compared to the farm-price relationship of 3.1 pounds of peanuts. 

A similar relation holds for the price of corn in terms of peanuts. 
As shown in table 2 the old parities indicate the price of corn at 15.4 
pounds of peanuts. Yet in only 2 of the last 21 years was corn rela- 
tively that cheap. In fact, over the average of 20 years the market 
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value was about 17.5 pounds of peanuts. Modernized parities indi- 
cated nearly 17 pounds. 


2. Price of corn in terms of peanuts 


[1909-14 base ratio (Ibs) 13.4] 


Ratio actual | Modernized 


Peri ( . 
Period farm prices | parity ratio 


Pounds | Pounds 
20.8 15.8 
18.8 | 18.1 
15.2 | 17.4 
15.5 | 15.3 
17.6 16.7 


The price of beef cattle in terms of wheat further illustrates the 
inadequacies of the old parities in reflecting changing conditions. By 
the old parities cattle are worth 6.1 bushels of wheat. In only 3 of the 
21 years have the actual farm prices reflected such a low price for 
‘attle in terms of wheat. But again, superiority of modernized pari- 
ties can be illustrated by the experience of the last 10 years when cattle 
were worth on the average 9.3 bushels of wheat at the farm, and mod- 
ernized parity valued them at 8.3 bushels. 


3. Price of beef cattle in terms of wheat 
[1900-14 base ratio (bushel) 6.1] 


— Ratio actual Modernized 
Period farm prices | parity ratio 


Rushel Rushel 
1931-35. _. en — tutti —_— a . &. j 
1¥36—40 — i ‘ en ‘ aieii sduiataee me 9.2 
1941-45... nddboasiba aa Jdaubous ‘ _ 8.7 
1006-50. ........ —_ 2 _ - 9 
1941-50. - mans abdnasesisbtihnnnebeeae den att née : ¥.3 


In the South where increasing attention is being given to beef- 
cattle production it is of interest to see how these relationships work 
out between beef and cotton. In terms of the old parity beef cattle 
are priced at 43.9 pounds of cotton. Again, cattle were this cheap in 
terms of cotton only in 2 years of the last 21. Farm prices over the 
average of the 20 years said cattle were worth 62 pounds of cotton and 
modernized parity shows they were worth 54 pounds. These relation- 
ships are shown in year-by-year detail in figure 4 and the following 
table: 

4. Price of beef cattle in terms of cotton 
{1909-14 base ratio (pounds) 43.9] 


| Radio actual | Modernized 


Period | : : 
; farm prices | parity ratio 


Pounds | Pounds 
1WS1-35_ 5.6 41.6 
1636-40. _ _- 72.3 54.9 
IM1~45 548 59. 2 
1946-50 60.5 59.7 
1931-80 61.7 53.8 
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Figure 5 illustrates one more of the commodity pairs that are more 
or less competitive. Here we have the price of hogs in terms of pounds 
of butterfat. I have included this figure because it illustrates the 
importance of modernized parity as a guide to price relationships 
where there is a fairly clear trend in progress. In this case the ol(| 
parity priced hogs too high in terms of pounds of butterfat and the 
modernized parity was a much better guide to supply-and-demand re 
lationships as reflected in farm-price ratios. Even in recent years it 
is a slightly better guide to the price of hogs relative to butterfat than 
the old parity. 

If the trend continues the superiority of modernized parity woul< 
be emphasized at the rising line. 

While the price relationships thus far examined have made a very 
strong case for modernized parity as a guide to price relationships be- 
tween commodities, I do not want to leave the impression that al! 
the evidence is unanimous. As may be seen from the averages in the 
following table the evidence in the cases of corn in terms of pounds 
of butterfat and wheat in terms of bushels of corn is inconclusive. 


5. Price of corn in terms of butterfat 
[1909-14 base ratio (pounds) 2.45] 





Period Ratio actual | Modernize:! 
farm prices | parity ratio 


Pounds Pounds 
2. 36 OF 


2. 25 
2. 29 











1941-45. _ 
1946-50... Mc ed Oe 2.33 
1931-50. ..... 2.31 





Price of wheat in terms of corn 


[1909-14 base ratio (bushels) 1.31] 


Ratio actual Modernized 
| farm prices | parity ratio 








Bushels 


Furthermore, in the case of cotton in terms of butterfat modernized 
parity was a better guide until about 1940 but since then the old parity 
has been a little better guide to the hard facts of the market. 


6. Price of cotton in terms of butterfat 
{1909-14 base ratio (Ibs.) 0.47] 





. 

; Ratio actual | Modernized 

Period farm prices parity ratio 
: 

Pounds Pounds 

0. 42 0. 4 





34 
45 
.49 

42 
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You can see from that table that in the last 10 years, 0.47 pound has 
been closer to the ratio than modernized parity. 

In conclusion, it seems that for purposes of price policy, these rela- 
tionships between the parities are of the utmost importance if price 
policies based upon parity are not to drive the agricultural economy 
away from balance rather than toward it. It is imperative in our 
a that parities and their connotations as to what is ~ 
table and fair be brought into line with modern conditions of produc- 
tion and demand. Only then will price policy be realistic and promote 
desirable and continuing adjustments in agriculture. We urge, there- 
fore, that the modernized parity formula be retained in the law as 
provided in the Agricultural Act of 1949 and that S. 2115 be rejected. 

Senator Youne. Would you recommend that we change over to the 
modernized parity right now, even though the periods have been ab- 
normal in every way ¢ 

Mr. Garver. I think, Senator, that as I read the law it is not right 
now. It is January 1, 1954. 

Senator Youne. Yes, but the spread between the two is increasing— 
farmers are asked to increase production of cotton, wheat, and corn. 
These surpluses they are asked to create depress the market, and 
that depressed market has a direct effect on the parity level itself. 

Mr. Garver. That is right. 

Senator Youne. You would recommend it would go into effect 
regardless of the abnormal times and adverse effect on parity itself ¢ 

Mr. Garver. Might I say, without presuming to make an expression 
for the chamber of commerce, it would be my view that there should 
be no reasonable objection to some kind of a transitional provision 
much as we have on the nonbasics now. I realize as much as anybody, 
having come from the farm myself and from the farm territory, what 
blows these things can deal. I think you might be able to work out a 
transition for the basics. 

Senator Young. That would help considerably. 

Mr. Garver. Yes, sir. 

We recognize that this means lower parities for most of the basic 
commodities but these lower parities result from a changing scale of 
values for the respective commodities at the bar of consumer opinion 
where these values are expressed in terms of prices paid. 

There is one final note that should be added with respect to S. 2115. 
The basic commodities are generally row crops or soil-depleting crops. 
If we are to have a permanent and stable agriculture in this country it 
is of the first importance to maintain and build our soils. This means 
that there must be encouraged a shift from soil-depleting to soil-build- 
ing or soil-conserving agriculture. The United States Department of 
Agriculture is already actively promoting this shift in its national 
grasslands program which has the enthusiastic support of all those 
who are friends of the farmer and of agriculture. We urge, therefore, 
that it is the responsibility of this committee and of Congress to 
further this cause—to contribute to this end by carrying out the pro- 
visions of the Agricultural Act of 1949 providing modernized parity 
to bring these basic commodities, as well as other farm commodities, 
into line with modern conditions of supply, demand, and technology. 

I address myself now to 8. 450. We recognize the situation this 
bill is attempting to cover. It is at least possible to conceive of situa- 
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tions under the emergency when the stimulation of production by 
price supports may seem appropriate. 

We oppose 8S. 450, however, because it would set arbitrary require- 
ments that may be inappropriate to the situations contemplated. For 
example, the needed stimulus to get the additional production may be 
something less than 90 percent of periay in some cases. To support at 
90 percent of parity, or higher, could stimulate more production than 
is needed or could be sold at the price level supported. 

Secondly, we oppose the 2-year extension of emergency supports 
beyond the termination of the emergency. The public relations and 
good will of agriculture and the farmer have already been seriously 
damaged by the mistakes of some of our past support programs, par- 
ticularly in the cases of eggs and potatoes. The extension of such sup- 
ports as provided in S. 450 for at least 2 years beyond the termination 
of the emergency could result in again piling up surpluses that can 
only damage further the farmer’s long-range position and fan the con- 
sumer’s and the public’s antagonism to farm programs and resentment 
against them. 

We believe the Secretary already has ample authority under section 

402 of the Agricultural Act of 1949 to deal with the situations contem- 
plated in S. 450. 
S. 2996, as we understand it, in sections 1 and 2, makes 100 percent 
of parity supports practically mandatory, not only for basic com 
modities, but for most of the nonbasic commodities as well. In our 
judgment this bill, if enacted, would cost more than the public would 
accept in price supports, would require drastic regimentation of the 
farmer, and in the end would be crystallized agatmst a farm program 
of any kind. 


For these reasons we, therefore, strongly urge that S. 2996 be 
rejected. 
(Figures 1, 2,3, 4, and 5 are as follows :) 
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FIGURE 2.—VALUE oF BEEF CATTLE IN TERMS OF CORN 
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FIGuRre 3.—VALUE oF Corron IN TERMS OF PEANUTS 
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Figure 4.—VALUvE or Beer CATTLE IN TERMS oF COTTON 
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Figure 5.—VALUE oF HoGs In TERMS OF BUTTERFAT 
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The Cuarrman. Are there any questions? 

Senator Youna. No. 

The Cuarrman. Thank you very much. 

I wish to announce that tomorrow at 10 o’clock the subcommittee 
will meet for the purpose of hearing Mr. Allan B. Kline, president of 
the American Farm Bureau Federation; Mr. Charles W. Holman, 
secretary, National Milk Producers Federation; Mr. M. W. Thatcher, 
general manager, Farmers Union Terminal Association, St. Paul, 
Minn.; Mr. Warren Johnson, president of the Western Wool Growers 
Association, from Spearfish, S. Dak.; and the Secretary of Agricul- 
ture, Mr. Brannan. 

The committee will stand in recess until tomorrow at 10 a. m. 

(Whereupon, at 12:30 p. m., the subcommittee recessed, to recon- 
vene at 10 a. m., on Friday, April 18, 1952.) 
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FRIDAY, APRIL 18, 1952 


Unrrep. States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE 
oN AGRICULTURE AND FORESTRY, 
Washington, D. C. 


The subcommittee met at 10 a. m., pursuant to adjournment, i 
room 324, Senate Office Building, Washington, D. C., Senator Allen 
J. Ellender (chairman of the full committee) presiding. 

Present: Senators Ellender (chairman), Anderson, Humphrey, 
Aiken, Young, Thye, Hickenlooper, and Mundt. 

The CuarrMan. The committee will be in order, please. 

Our first witness this morning is Mr. Allan B. Kline, president of 
the American Farm Bureau Federation. 

Will you give a little background of yourself for the record, Mr. 
Kline? 


STATEMENT OF ALLAN B. KLINE, PRESIDENT, AMERICAN FARM 
BUREAU FEDERATION 


Mr. Kune. Thank you, Mr. Chairman and members of the com- 
mittee. Iam an-lowa farmer, and president of the American Farm 
Bureau Federation. I am here in behalf of the American Farm Bu- 
reau Federation. 

I should like also to ask permission to file a supplemental state- 
ment later on short items that we feel are necessary. 

The Cuatrman. You mean in rebuttal? 

Mr. Kune. I did not say that, Mr. Chairman. 

The Cuarman, I said, is that what you mean? 

Mr. Kune. It could be. 

The Cuamman. That goes, of course, for anybody else who desires 
to do that. I do not want to overload the record, by any means. 

Mr. Kune. Neither do we. 

The CHarmMan. But if somebody has something new to add to 
what has already been stated, the committee will be glad to have it. 

Mr. Kurine. Thank you. 

On behalf of the 1,452,210 farm families that compose the member- 
ship of the American Farm Bureau Federation I want to express my 
appreciation for this opportunity to present our views with respect 
to S. 450, S. 2115, and 8S. 2996. These bills, proposing to change the 
present parity formula and increase the level of price supports, deal 
with some of the most important phases of Government farm policy. 

Accompanying me today are the following Farm Bureau repre- 
sentatives : 
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Mr. R. E. Short, vice president, American Farm Bureau Federa- 
tion; Mr. Hassil E. Schenck, president, Indiana Farm Bureau, Inc. ; 
Mr. Herbert W. Voorhees, president, New Jersey Farm Bureau Fed- 
eration; and Mr. Delmar Roberts, president, New Mexico Farm and 
Livestock Bureau. 

S. 450 provides that whenever in the emergency, declared by the 
President on December 16, 1950, the Secretary of Agriculture finds 
it necessary to encourage expanded production of any nonbasis com- 
modity, he shall support the price therefore at not less than 90 percent 
of parity until the expiration of two full calendar years after the 
terminiution of the emergency. 

S. 2! |5 proposes to make permanent a provision of the Agricultural 
Act ©. 1949 which temporarily established a dual parity standard by 
providing that parity prices of the basic commodities—corn, wheat, 
cotton. rice, tobacco, and peanuts—are to be the higher of prices 
computed under the modernized parity formula and the formula which 
was used prior to the effective date of the 1949 act. 

S. 2996 pro to (1) repeal the flexible price-support provisions 
of the Agricultural Act of 1949; (2) establish a mandatory 100 per- 
cent of parity support pr m for the basic commodities plus wool, 
hogs, eggs, farm chickens, beef cattle, whole milk, butterfat, soybeans, 
dantvel, and dry edible beans; (3) require that grain sorghums, barley, 


oats, and rye be supported at levels equivalent to 100 percent of parity 
for corn, taking accounting of comparative feed value; and (4) extend 
the dual parity formula indefinitely for the basic commodities, and in 
addition, grain sorghums, barley, oats, and rye. 

In view of the fact that S. 2996 faites beth the issue of higher 


Government price supports and the continuance of the dual parity 
standard, we will focus our attention initially on this bill and then later 
in the statement deal more specifically with each of these questions 
as they present themselves in S. 450 and S. 2115. 

At the outset I want to make it clear that all three of these bills 
violate fundamental policy principles of the American Farm Bureau 
Federation. Our position can be briefly summarized by quoting the 
resolutions adopted by the duly elected farmer voting delegates at our 
last annual meeting : 

We reaffirm our conviction that high employment, high production per man, 
and high well-distributed spendable incomes in the rest of the economy are 
important factors affecting farm prosperity. High productivity per man in 
agriculture is equally important. The fundamental basis for farm and national! 
prosperity lies in freedom of opportunity and the constant striving of individuals 
to improve what is already good. The contrary philosophy of governmental! 
paternalism leads to economic stagnation. 

Farm price supports are an appropriate and necessary protection against 
unreasonable price decline. It is not, however, the responsibility of the Govern- 
ment to guarantee profitable prices to any economic group. 

Senator Youne. Do you mean by that previous statement that busi- 
ness should not be guaranteed a profit in their part of the war effort, 
and that the farmers should not be guaranteed a profit when they are 
asked to increase production for the specific purpose of meeting the 
war emergency needs? 

Mr. Kurvnr. The short answer is “Yes.” 

Senator Youne. They should not be guaranteed a profit, neither 
business nor farmers for specific war needs? 
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Mr. Kune. The short answer is “Yes.” It is not a complete answer. 
A dissertation on the subject would give a complete answer, but the 
short answer is “Yes.” 

Senator Youne. So long as business is guaranteed a profit, would 
you not think that the farmers should be guaranteed a profit for the 
same purpose ¢ 

Mr. Kune. I cannot see how business and farmers should be guar- 
anteed a profit for the same purpose. What is the purpose? 

Senator Youne. Business has been asked to increase the production 
of war material, which is a war purpose. Agriculture has been asked 
to increase the production of certain farm commodities for war pur- 
r0SeS. 

Should they not both be treated alike? 

Mr. Kune. The last statement in this paragraph certainly proposes 
that they be treated alike when it says— 

It is not, however, the responsibility of the Government to guarantee profitable 
prices to any economic group. 

There is a great deal of lack of clear thinking with regard to the 
present situation. And it is generally called a war situation. It is 
far more accurately described, it seems to me, in terms of what the 
American people want. It is a situation of indefinite duration in 
which we seek to avoid the third world war. And in which we seek to 
preserve the values of the American way. 

I think we get into a lot of fuzzy thinking if we assume that we are in 
the third world war. 

Senator Anperson. Do you know of any situation in which the 
Government has attempted to guarantee profits?’ Have they not been 
concerned with the establishment of prices? 

Are not profits and prices two quite different things? 

It seems to me that I have been reading from profit statements 
recently, and some of them have gone down very materially. In other 
industries they are holding up fairly well, but that the effort is made 
to keep the price level fairly stable. Do you not think that there is a 
difference between price and profit? 

Mr. Kune. I have done enough business to be sure of it, Senator 
Anderson. 

Senator Anperson. I think I have, too. 

Senator Younes. Are not all war contracts, though, cost-plus con- 
tracts? 

Mr. Kurve. Not to my knowledge. 

Senator Anperson. Do you not think that the people who give the 
contracts the best people to testify on that? 

I do not think that they are. 

Senator Youne. Do you know of a single contract that the Govern- 
ment has with business for the production of raw materials that is 
on a cost basis? Are they not all cost-plus? 

Senator Anperson. No. 

Mr. Kune. No. 

Senator Anperson. I am quite sure they are not. I say that the 
best person to testify to that would be the person who gives the con- 
tracts. I do not know them all. 

Senator Youne. I would like to have you point out one single 
instance where they are not assured a profit. You made the statement. 
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Mr. Kune. I certainly do not have available to me the list of Gov- 
ernment contracts in this instance. It would be quite a list, but I say 
that our philosophy with regard to Government contracts is that they 
ought to be let to the lowest bidder. : 

Senator Youne. I would think that someone ought to supply for the 
record one instance where they are not assured a profit. 

Senator Arken. Theoretically they are let on a bid basis. 

The contracts with all of the small concerns in my State that get 
any war contracts at all, rearmament contracts, are on that basis. 
They have to bid for them, except those who make special types of 
equipment, which is not in the competitive field. 

Senator Youne. And they have tax amortization. 

Senator Arken. One of the complaints we get on the bids is that a 
certain company may bid lower than cost, feeling confident that some- 
body in Government will jack their price up later, so that they will 
come out with a profit. That is the wrong thing to do. 

Senator Anperson. I think that if that is the purpose of the com- 
mittee, we ought to go into it carefully and examine all of these con- 
tracts to see about that. 

I know of one and only one of them let in my State of any size— 
there may be two, but that was let on the basis of competitive bids. 
And some of the people feel that the person who got it is going to lose 
his shirt. I do not know whether he is or is not. 

He bid on a unit basis. He had a terrible time getting financed, 
because people thought his bid was too low. 

Senator Youne. What construction is that, would you mind telling 
us? 

Senator ANperson. Twenty-millimeter shells. 

Senator Youne. They have tax amortization, of course. 

Senator Anperson. I do not think they could have, because they are 
using buildings that I do not think would be subject to it. 

I say, though, if it is a field of inquiry, we ought to go into it with 
the people who have let the contracts. 

The Cuatrman. Why do we not apply that to agriculture ? 

Let me ask a specific question of Mr. Kline. 

As you know, during World War II we needed oil badly, that is, 
linseed oil, and things like that. 

I understood that in order to be able to get the farmers to plant flax- 
seed, to obtain that oil, we established a high-price support as an 
incentive. 

Do you think there was anything wrong with that ? 

Mr. Kurxe. No. 

The Cuatrman. Would you not apply the same principle, then, to 
any other crop that may be absolutely necessary for this emergency, 
but which the farmers would not plant because it would not be as 
profitable, probably, as others that they could plant? 

Mr. Kure. I would like to make two points. 

The Cuarrman. Could you answer that specifically ? 

Mr. Kune. I want to qualify the answer to that, because you get 
into the definition involved in your statement of other equally neces- 
sary crops. And this becomes a political proposition and not an 
economic one. 
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The Cuarrman. I am assuming that the crop is necessary, and that 
there is no doubt about it, that for this war emergency certain crops are 
necessary. I assume that as the basis, as the premise, in order to obtain 
them. 

Is there anything wrong in the Government offering an incentive 
so as to get the production of that crop or those crops that it might 
need for the emergency ¢ 

Mr. Kune. If it cannot be gotten any other way. But this again is 
a judgment point. And the judgment point with regard to the neces- 
sity of the crop is also another. ‘And again there is a question of 
whether or not if there is that sort of demand the price might not get 
it more easily with less undesirable political consequences than the 
subsidy. 

Senator A1rken. I would say that if you are adjusting a price level, 
according to the needs for the commodity, as you did in the case of flax 
where it went, I believe, to $6 a bushel, then if you apply that law you 
would be depressing the price level, the support level for wheat today, 
because theoretically we have too much of it. Whether we have 
actually or not is a matter of opinion. ‘Theoretically, yes. 

There is nothing wrong with the offering of the incentive price when 
we are short of a commodity, and the country needs it. 

The CuarrmMan. That is the purpose, as I understand it, of what 
Senator Young has in mind. 

Senator Anperson. I happen to be the individual who put the incen- 
tive price on flaxseed. We surveyed all of the possibilities over the 
country as to how many dollars it would take in a guaranteed price'to 
get the acreage that we wanted. 

If we increased it to $4 an acre, we would bring in one type of fringe 
land. 

If we increased it to $5 an acre we would persuade certain people who 
were planting wheat to switch to flax. 

If we put it at $6 an acre, in the opinion of a great many people, we 
would get enough flaxseed. 

And we put it there, and we got it. 

There is a provision in the present law that will permit anybody 
to do exactly the same thing. 

Senator Younc. Will you yield there? 

Senator Anperson. Yes. 

Senator Youne. Were you not the Secretary at the time that 30-cent 
wheat bonus was given—that was previous to 1949? 

Senator Anperson. Right. It was given to them because the farm- 
ers were worrying about the speculation in the market place. Unfor- 
tunately, we had a few grain traders operating around the country, 
And in order to make sure that the farmers saw that they were going 
to get what they thought might be the top price that they could get for 
it, we did establish a bonus, but not on the growing of wheat. That 
was on taking the wheat out of storage, as the Senator from North 
Dakota well remembers. 

Senator Youna. It was an incentive. 

Senator ANperson. Not to grow wheat. That was in the bin. 

That is what I am saying. There is so much loose talk about how 
we get increased agriculture production, 
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You do not get it after the goods have been grown. You do not 
always get it by the establishment of price. 

There are many people who said you could increase the price on 
cotton and that you would get a greatly increased acreage on cotton. 
Certainly, if it was taking price to get acreage, the 45-cent price figure 
that we had in the law should have gotten all of the acreage that we 
ever wanted in this country. It did not, because unfortunately you 
have to have people to get cotton out. You have to have certain types 
of machinery. And if cotton pickers are not being made, that is, the 
manufactured variety, as rapidly as people would want, then you have 
to depend upon your labor market. And in that you are in competition 
with many other things. 

I do not believe that it is possible to say that you get things solely 
by the mechanism of price. 

Senator Young. Would it not be a greater incentive for a farmer 
to produce more if he knew there was a mandatory provision in the 
bill? As it is now, who knows who the next Secretary of Agriculture 
will be, and what his policies will be? 

Senator Anperson. That is the very point. 

Senator Youne. Have I not a right to ask the question? I do not 
have a right ? 

Senator Anperson. I am not questioning your right of asking ques- 
tions. I am trying to testify that I wou i vether have him testify. 


I think that a blanket permission to bring everything up to certain 
levels takes away from the Secretary of Agriculture the very right to 
select those things that he may need in the economy. 

There were a great many poser who realized that as soon as we got 


this so-called Steagall legislation, we lost acreage that should have 
been in cotton and it went to peanuts. . 

I went down through sections of certain States where we had soy- 
beans in areas that heretofore had planted cotton. And I am sure 
that we have not forgotten that in some places people collected crop 
insurance for cotton crops that failed which were planted in the dust, 
but had marvelous so nhs crops thereafter. ey shifted to the 
thing that was profitable at the level provided. 

Why not let the Secretary of Agriculture determine what crops he 
needs, and then using the mechanism already in the law raise the 
levels like flaxseed for those things that he actually needs? 

Senator Youne. Do you think that the farmers are going to greatly 
increase the production of feed grains like oats under the present price 
situation ? 

Senator Anperson. No. 

The Cuarrman. I wonder if we could go on with the witness and 
not argue among ourselves ? 

Will you proceed, sir? Did you answer the question that I asked 
you ? 

” Mr. Kurz. So far as I know, I am up to date. 

The Cuamman. I mean as to whether or not you think it is a bad 
policy on the part of the Government to pay an incentive to farmers 
in — to produce crops that are absolutely necessary for the emer- 
yenc 
. Mr. Kure. I think that to establish that principle in this period 
would be extraordinarily dangerous because of its implications. 
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I want to repeat, if I may, the place at which I mag 2 which is a 
quotation from our resolution at the annual meeting last December: 

It is not, however, the responsibility of the Government to guarantee profitable 
prices to any economic group. 

We believe this very deeply. And we think in these times when there 
is an indefinite period of defense facing America that to adopt the 
opposite approach of guaranteed profits to economic groups that we 
shall destroy the very basis of initiative and reward which has made 
=" the leader among nations in producing and distributing 
uv s, 

” We think further it is the greatest strength back of the idea of free- 
dom itself, in the defense of which there is no question whatever but 
that the United States is the major support. 

Senator Youne. Would you mind a question here? 

Mr. Kuine. That is exactly the point at which we had the question 
before. I will be very happy to have one now. 

Senator Youne. In increasing the wheat production, for example, 
the purpose of the Government, understand, is to build a high cushion, 
that is, a cushion of surpluses to meet the war-emergency needs. And 
in doing so, are you not destroying the competitive system by doing 
that? 

Mr. Kune. Yes, sir. We do not recommend it. 

Senator Youne. Do you believe that a wheat producer should suf- 
fer all of the consequences of a depressed price just because he in- 
creases his production to meet the war needs 

Mr. Kune. We intend to try to defend the wheat producer against 
that emergency. We think that policy is a mistaken policy and con- 
trary to the interests and security of the United States. 

Senator Youne. Yet, for example, if the carry-over as of July 1 was 
500 million bushels—and I imagine that will be about the goal that 
the Government is trying to attain now—if it were not for price 
supports, would not the price of wheat then tend to be down to about 
$1.25 a bushel or perhaps even lower? 

Mr. Kune. I do not think it is too profitable to guess on what the 
price would be under certain conditions, but since you have brought 
up wheat, let me say that the really important thing in the future of 
the wheat farmer is markets, and that the wheat farmer is in a very 
precarious position already. And we shall do very well, indeed, if 
we work on this proposition of the development of effective domestic 
and foreign markets for the production of the land and the machinery 
and labor that goes into wheat. 

Senator Youne. Would you not believe then that if a wheat farmer 
looked to his own selfish interests, disregarding the war effort, his 
best interests would lie in decreasing wheat acreage and the produc- 
tion right now? 

Mr. Kurvr. Incidentaily, I think his own best interests and the best 
interests of the United States security are identical. I think we had 
better work on markets. 

We get to this point later in the testimony if by chance we should 
have the opportunity to get that far. 

Senator Youne. I do not think I have received a full answer to that 
question. In creating this surplus which is supposed to be done, he 
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certainly would be wrecking himself economically, if it were not for 
price supports. 

Mr. cists Do we want to enter into a full discussion of this 
proposition at this time, Mr. Chairman? 

The Cuarrman. Provided it is pertinent to the bills or the subject 
that is now under discussion. I would like to confine the discussion 
to that, if possible. Otherwise, we will be sitting around here all 
day on just that point. 

Mr. Kure. It is very closely related to this question of whether 
the matter of trying to guarantee prices to whole groups, that is, eco- 
nomic groups, is appropriate to our situation. And it relates particu- 
larly to the situation which the wheat farmer finds himself in. So if 
you wish I shall be happy to answer this now, although it is dealt 
with later in the testimony and it might be more appropriate at this 
time if you wish to repeat the question, 

The Cuatmman. Do you want to defer it until we reach it in your 
statement ? 

Senator Youne. Let him proceed, and if the answer is not there, I 
will repeat the question. 

Senator Arxen. Is it not true that the largest crops were produced 
in those years just before the latest emergency was declared, so that 
the emergency has had nothing to do with it at all? 

Senator Youne. Not the largest wheat crops. 

Senator Arken. Yes, 1947, 1948, 1949. _ larger crops were 
produced in those years. And they have been dropping off since then. 

Senator Young. That was during a period of 90 percent. 

Senator Arken. Since the emergency started they have been drop- 
ping. 

Senator Youne. We had 90 percent during that period. That was 
during an emergency period. 

Senator Arken. 1948 and 1949. 

Senator Youne. Yes; we had 90 percent. 

Senator Arxen. The wheat crop was planted before the emergency 
was declared in 1949, 

Senator Youne. We have had 90-percent support all of the time. 
We were about to impose acreage allotments. 

Senator Arken. What the Senator was saying regarding this wheat 
crop that the farmers are planning—the big wheat production to meet 
the emergency—was that the biggest wheat crops before the late emer- 
gency was declared were in those provious years. I was pointing that 
out. 

Senator Youne. Those were the most favorable years we ever had 
because of the export program. The price was about $3.50 a bushel. 
Why would they not produce during 1948, when the wheat level was 
about $3.40 or $3.50 a bushel in Minneapolis and Chicago? 

Senator Arken. It gets production. We have millions of acres 
grown outside of the normal wheat-producing acreage to take ad- 
vantage of the 90-percent support price. 

Senator Youne. During much of 1947 and 1948 the cash price of 
wheat was about $1 over the support level. 

Senator Anperson. That is what Mr. Kline has been saying. Price 
is the effective way to get it done in the market price. That is what 
he has been saying. 
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Senator Youne. Can you get a price though when you have sur- 
pluses without a price-support program, when you are purposely 
building up the surplus? If you have a 500-million-bushel surplus, 
does anyone believe that wheat would not drop down to $1.25 a 
bushel ¢ 

The CuarrMan. Since Senator Aiken raises the question as to the 
production, it might be well to put in the record at this point the 
entire picture of the wheat production for the years he mentioned. 

As I see it, it shows that the production was a little higher, for in- 
stance, in 1948 and 1949, just before the emergency. The wheat 
bushel yield was 18.° And in the year of the emergency it is only 14.9 
and 16.5 in 1950 and 1951. 

(The table referred to is as follows :) 
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Senator Arken. In 1949, there were 84 million acres of wheat 
planted. And then you had the emergency declared in 1950 and there 
were 71 million, and in 1951-52, 78 million. 

Senator Humrnurey. I think it would be very interesting to get the 
export figures for 1947, 1948, and 1949. I think that has had a great 
deal to do with your market price. 

The CHarman. This table give it, Senator. 

Will you proceed / 

Mr. Kune. On page 12 we have a paragraph headed, “Needed 
production aids.” If you wish, I could stop and discuss this wheat 
situation. 

The CHamMan. yap you stick to your statement and we will 
get to that point, and then we will question you. 

Mr. Kure. I shall proceed with the resolution then: 

We favor the maintenance of the present price-support features of the Agri- 
cultural Act of 1949 which are designed to provide protection against extreme 
price declines without going to the opposite extreme of Government price 
fixing. We do not believe that action to raise the level of price support above 
that now provided in the Agricultural Act of 1949 is in the long-run interest 
of farm people. 

Government payments to farmers are not a desirable substitute for price 
supports or a satisfactory means of bringing income into agriculture. 

We have never supported the dual parity provisions contained in the Agri- 
cultural Act of 1949. We will oppose any extension of these provisions beyond 
their present expiration date. We will support an amendment to the transi- 
tional parity price provisions of present legislation to provide that the basic 
commodities shall receive full benefit of the transitional principle after expira- 
tion of the dual parity provision. 

S. 2996 by providing price supports at 100 percent of parity for 
certain scathihe and nonstorable commodities would abandon the fun- 
damental concepts upon which farm price legislation heretofore en- 
acted by the Congress has been based. Tf it were to be enacted into law, 
farm production would no longer be guided by market demand as de- 
termined by consumers and expressed to farmers through relative 
prices in the market place. We must recognize that if aap are not 
used to guide production and to distribute goods we shall resort to 
political determination by the Federal Government of the right to 
produce, the right to earn, the right to buy, and the method of dis- 
tributing the scarce supplies available for distribution under such a 
system. This is usually done through Government controls including 
continuous price controls and rationing. 

Programs for maximum political interference in the economic field 
have been tried in many countries of the world. In fact, many of the 
countries currently dependent upon the United States for a part of 
their food, and the money with which to purchase it, have experi- 
mented extensively with programs designed to distribute on a per 
capita basis the scarcities created by the Government controls that we 
are asked from time to time to copy. There is no reason for us to be 
confused about these proposals for Government price fixing. They 
are not built on the firm foundation of our own successful experience. 
Instead, they are copied from the blueprint of failure. 

Senator Humpnurey. I want to know what countries Mr. Kline 
is referring to here. I think we are talking about food now, are we 
not? 
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Mr. Kurne. Yes. 

Senator Humpurey. What countries are you talking about that 
have limited their production or injured their production in any way 
by their programs ¢ 

Mr. Kurne. This is an over-all matter of producing and distribut- 
ing goods. And it is quite impossible to take out a section of the 
economy. 

However, the best pattern currently in operation where there is 
enough experience to be quite sure of some of the elements involved 
is the continuation of the War Agricultural Executive Act in Great 
Britain, passed at the beginning of the Second World War and con- 
tinuously operated since. 

Senator Humpnrey. Are you trying to indicate that Great Britain 
could possibly produce the food she needs ? 

Mr. Kune. No. sir. 

Senator Humpurey. What would you expect them to do—I mean, 
those people have not got enough land to produce one-half of the 
food they need ? 

Mr. Kurxe. I mean—what is your question directed toward ? 

Senator Humpnrey. I mean, how do controls affect the production 
program in Great Britain? How do they hinder it? 

Mr. Kune. They have practically eliminated the incentive system 
as we know it. That makes it very difficult to get production, 
Senator. 

Senator Humrnrey. It makes it more difficult if you have not got 


any ground. 
Mr. Kune. There is no argument on that. And furthermore, these 


controls from the farmers’ standpoint operate far better in Great 
Britain for exactly that reason. ‘They are always on the strong import 
We are always on a heavy export basis which is a terrific 


basis. 
difference. 

In spite of that, I find in the journals of the National Farmers 
Union of Great Britain statements like this, “The disinvestment policy 
of the Government is ruining agriculture.” 

They are a minority group. So are we. 

In spite of the fact that they are in this situation, they are subject 
to subsidies from the Federal Government for their net income, and 
the net income would disappear if the subsidies disappeared. 

It has taught the people to believe that the market place is an 
inappropriate place to pay for food. You pay for part of it with 
taxes. The difficulties are overwhelming. 

In addition, I have been on British farms. On the farm of one 
of the outstanding farmers in Great Britain, we were discussing work- 
ing conditions. 

These men on his farm had very low real wages, compared to the 
men on my farm. It has some higher labor content in it. It was 
not as big an operation, in spite of that fact, as the one I had with 
three men on my farm. 

I was telling him that last spring I came in one night in corn-plant- 
ing time and discovered that we were paying the men for 84 hours of 
work that week. This British farmer said, “How can these fellows 


have any fun?” 
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1 replied, “You would be surprised how these fellows have fun. 
They have a car, they have a anise house. They do not think any- 
think of driving 150 miles to go fishing on Sunday when we have the 
corn planted. They are not ashamed to hurry when we need to plant 
corn. 

We could not have the 40-hour week with double time for overtime. 
This kind of thing cannot be done in that system, because they do not 
have the incentive system. It makes it very, very difficult to take up 
your obsolescence, to improve on new methods, to encourage your 
people to produce and to confidently expect that if they do they will 
get. paid what they earn. 

Senator Ture. In the British agricultural economy they knock off 
Saturday noons and nobody works. And those that remain behind 
and stay to feed the livestock are given time and one-half in pay or 
in time off the week following. That is the type of an agricultural 
economy they are operating under over there. 

I hope that we never find ourselves in exactly the same category in 
this country. 

Senator Humrnrey. My protest about this kind of reasoning is that 
it is just fallacious to try to give an analogy between Great Britain 
and the United States of America, when Britain has an over-all popu- 
lation density of around 400 people to the square mile, an economy that 
is almost a thousand years old as compared to an economy that is 
about 175 years old, and an economic system that has never been what 
the American economic system has been. 

What I think we need to have here is a little practical economic his- 
tory as to the development of these economies. There just is no sim- 
ilarity in the development of the economies. 

Mr. Kurne. I agree with that, Senator Humphrey. And I want 
further to say this: that this testimony is not dedicated to the propo- 
sition of changing the British economy. This is a consideration of 
the status in which we find ourselves in 1952, but we can only reason 
from the elements of a situation plus observation based on good judg- 
ment of what happens when certain conditions take place. 

What I am saying here is that it would be utterly ridiculous for us 
to adopt these programs which have evolved in the situation in Great 
Britain and that a great many people are arguing that we should. 

Senator Humrurey. Just to use an analogy, if you put a grain of 
iodine in a pint of water, you are apt to kill yourself, but if you put it 
in a barrel of water, you are apt to prevent yourself from getting 
some sort of thyroid gland reaction. 

All I am saying is that you cannot use the same programs in differ- 
ent situations and come out with the same answers. 

I just do not feel that you make a contribution to the discussion of 
American agricultural legislation when you talk about Norway or 
when you talk about England, because they are just not the same as 
the United States. 

Senator Aiken. Is not England paying the penalty now for her 
reliance upon the colonial system over hundreds of years which has 
eventually played out? 

Senator Humpurey. Correct. 

Senator A1kEN. Fortunately, the United States has never depended 
upon that. 
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Senator Humpnrey. They are also in trouble because of the transfer 
of trade. The whole international trade system has been upset. 

Senator A1ken. And too many people. 

Senator Humpnrey. Too many people; yes. I do not want to bear 
down on the point. 

When we talk about these things, I do not like to bring in what 
they are doing someplace else when it has no relevancy to what we 
are trying to do here. 

The Cuarrman. Will you proceed ¢ 

Mr. Kure. I will be happy to do so. I will be delighted to stay 
here and discuss Great Britain, because I have had a great many 
conferences with them for many years. 

‘The CHarrman. We will leave that for another day. 

Senator Arken. Other countries have restricted the production of 
certain crops over the past few centuries. 

Mr. Kune. And strangely enough under this situation the British 
have become very highly protectionist on agricultural imports. That 
is very strange, but it is true. It arises partly from this situation we 
are discussing. 

Senator Youne. In that connection I would like to read just a part 
of a grain-trade news story from Chicago, dated April 16: 

Oats got off to a better start than other cereals, possibly because it was felt 
that the floods were taking some oats acreage out of production, but the advance 
inland steamer had arrived with 289,000 of Canadian oats. This raised visions 
of last year’s enormous movement of Canadian oats down the Lakes to this 
terminal. 

I merely point this out to show that we have some of the same 
problems that the British farmer has of imports. 

Oats presently is held to below the cost of production just because 
of imports. 

Mr. Kuve. In the first place, I do not agree with the statement. 
Secondly, we need meat and meat products. We even got to the place 
where we did a lot of funny business with controls of prices and were 
threatened with rationing, and so on. If we really have access to the 
demand, we can use some oats. We can sell oats in the domestic market 
to livestock producers. And the country will be very well off on that 
account, a so will the farmer. 


Senator Tuye. I cannot —- but interrupt. 


Senator Youne. May I finish my questioning with him? 

Senator Ture. Sure. 

Senator Younc. I would like to ask this question. With these im- 
ported Canadian oats holding the price down low, how will you get 
increased production without raising the support level? You wil! 
have to do one of two things. The farmers will not keep on producing 
oats or any other commodity when they can switch to some other 
commodity that will provide a profit. Would that not be true? 

Mr. Kune. You have taken some suppositions there with which | 
do not agree. Then you draw a conclusion based on the suppositions 
with which I do not agree. And then you ask me to answer “Yes” or 
“No.” I do not answer “Yes” or “No” to that kind of question. We 
will have to go back and debate the supposition you make. 

The first supposition is that imports of Canadian oats have held 
the price of oats far below the cost of production. 
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Well, we have to have the figures. We have to get facts on the basis 
of domestic production and price of oats, the cost of production. I just 
do not accept the statement until I know what the facts are. 

Senator Young. Would you say that the support price of oats is 
too high, or the cash price of oats is too high; either one ? 

Mr. Kiern. I doubt that we ought to get into a discussion of the 
support price on oats. 

Senator YounG. That is in one of the bills pending here, of course. 
May I ask this question. Do you believe that the support price of 
wheat is too high or that the support price of cotton is too high? 

Mr. Kurxr. Now you are getting back into the same question you 
asked awhile ago. I think the farmer can be very greatly deluded 
into believing that a support price on wheat of, let us say, $2.50 a 
bushel is in his interests. I do not think it is. 

Senator Youne. You have not answered my question. Do you think 
it is too high? 

Mr. Kune. Certainly. It is not in the farmer’s interest, neither is 
it in the public’s interest, in my opinion. 

Senator Youne. Then you think the support price of wheat! present- 
ly is too high? 

Mr. Kune. I think the support price of wheat in any of the bills 
suggested here, or the proposal to continue it on a level that becomes 
practically a fixed price, 90 peréent of some figure which is designed 
primarily to keep wheat above what the farmer can sell it and produce 
it over the land for, over a long period of time, is contrary to the pub- 
lic interest, and contrary to the wheat farmer’s interest—dramatically 
contrary. 

Senator Youna. Even in these abnormal times, when we are ask- 
ing for increased production that reacts unfavorably to the price 
situation; that is, the surpluses do? 

Mr. Kune. J do not agree with this proposition of storing up a 
couple of million bushels of wheat and corn. It is contrary to the 
farmer’s and the public’s interest. 

Senator A1ken. When you say the support price is too high, you 
are speaking of the proposed support prices in these bills, and not 
the present agricultural support price? 

Mr. Kune. We support the act of 1949—that is, the provisions 
of it—and we think it will work. 

Senator Youna. I was speaking of the bill to continue the present 
support level. 

r. Kurne. At the end of this testimony we indicate that we do not 
favor that bill. 

Senator Youne. You think the price-support level under that bill is 
too high? 

Mr. Krave. I think the rigid support under that bill is far less sat- 
isfactory than the provisions of the act of 1949, plus the proposed 
extension of the transitional parity which we support. 

Senator Young. You would favor the drop of approximately 28 
cents a bushel which would occur in wheat support levels if this bill is 
not enacted ? 

Mr. Kure. I would say that the important thing is markets and not 
support levels. 

e do not have to take this drop if we develop our markets intelli- 
gently, because we can sell wheat. 
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Senator Younc. More than we are now? 

Senator Ture. I am very anxious to try to get some information. 

The Cuairman. Were you through? 

Senator Young. I was not through. 

Senator Ture. I was hoping that we could get on to the question 
and learn from Mr. Kline what he would recommend for poultry, eggs, 
pork, dairy products, because, certainly the pork producer is the man 
who is distressed today, and so is the egg producer. ‘Those are the two 
gentlemen who are really down under the treadmill at the present time. 

Senator Youne. The question I was asking was very pertinent to 
the legislation which I introduced. That is we I alee i ie question. 

Senator Tuyr. Your legislation covers all commodities ; does it not / 

Senator Youna. That is right. 

Senator Ture. Then I should think that pork and eggs and dairy 
products would be pertinent. 

Senator Youne. I will not interfere with any of your questions at 
all. 

Senator Ture. That would be involved in this legislation. I hope 
itis. I hope it is not a wheat bill. 

Senator Youne. I thought you were inferring that my questions 
were not pertinent. 

Senator Ture. No, no; I was just anxious to get information about 
what his views were on pork and dairy products and eggs, and so 
forth. 

The Cuarrman. I presume that Mr. Kline is going to cover that in 
the course of his statement. 

Senator Tuye. If he covers it, I will not press the question, but I 
am Vitally concerned because pork prices are so depressed that we need 
to concern ourselves with that. 

The Cuairrman. If he happens to overlook it, we will take it up. 

Senator Ture. Thank you very much. 

The Cuarman. Will you proceed ¢ 

Mr. Kune, I will be happy to discuss pork prices. That is my 
business. 

JUSTIFIABLE PRICE SUPPORTS 


As veteran Members of the Congress know full well, the American 
Farm Bureau Federation has been in the forefront of the struggle 
to obtain and maintain a sound price-support program for farmers. 
When price-support programs were inaugurated, farmers were in the 
position of being penalized through surplus-depressed market prices 
for their own productivity at a time when the rest of the economy was 
not equally productive. Price supports served a useful purpose in 
helping to correct the misallocation of resources which occurred as a 
result of the economic stagnation which marked this period. During 
the late 1930's farm price supports were put on a flexible basis rang- 
ing from 52 to 75 percent of parity. Farmers did not support this 
level of price supports as being a fair price for farmers; instead, 
they viewed price supports as appropriate protection against dis- 
astrously low prices which operate against the best interests of both 
city and farm people. It was the farmers’ objective then, as now, to 
get a fair price in the market place. 

Farm and nonfarm people alike should be interested in our adopt- 
ing and following agricultural policies which will protect the ability 
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of farmers to produce needed food and fiber, and to manage the soil 
in a way which will conserve and improve its productive capacity. 

The rest of the economy has a double interest in farm legislation— 
a firm supply of food and fiber and an agriculture which furnishes 
dependable markets for production and consumer goods. Everyone 
has a direct interest in farmers getting what they earn through high 
and balanced production. This brings us to the question of “support 
prices” and their role in American farm policy. There are some real 
differences of opinion as to what purpose Government price supports 
should serve. 

Two principal viewpoints prevail with regard to the role of farm 
price supports in our economy. Some people view support prices as 
fair prices—that is, as profitable prices—for producers. These people 
appear to view the Government price-support level itself as the ob- 
jective of farm price policy. If price supports are to be used to 
guarantee farm income rather than as a protection against unrea- 
sonable price declines, it follows that the Government must assume 
aincunihititey for determining what is a fair level of farm income. 
In our judgment, in the final analysis, this can only result in the 
reduction of the farmers’ capacity to get a high income. 

The American Farm Bureau Federation views Government price 
supports as appropriate and necessary protection to farmers against 
unreasonable price declines. We want to preserve and increase the 
productive efficiency of American agriculture. We want to maintain 
our agricultural plant in a high degree of productivity and in a 
state of readiness to adjust quickly to changing national needs. We 
want a price-support program that helps to achieve this objective, 
and to z so as a part of a relatively free competitive-enterprise 
system. With these objectives in mind, we believe the basic principles 
of the eee program provided in the Agricultural Acts of 
1948 and 1949 to be sound and workable. 


UNJUSTIFIED PRICE FIXING 


S. 2996 is based on a completely different approach to farm price 
policy than is provided in existing legislation. It would attempt to 
guarantee to the farmer that he would not take less than 100 percent 
of parity for his products, If farmers were guaranteed that they 
should not take less than 100 percent of parity for a big crop, how 
could they expect a price which would give them a fair income from 
a poor crop ¢ 

The answer to this question is one that thinking farmers already 
have figured out. They know the proposal of 100-percent price sup- 
ports isa trap. If farmers should ever succumb to the lure of Gov- 
ernment price guaranties at 100 percent of parity, it is inevitable that 
the rest of the population will insist upon the imposition of price 
ceilings at 100 percent of parity. This means that the Government 
will engage in out-and-out price fixing. 

The real implications of such a development are difficult to com- 
prehend in minute detail, but certain things are crystal clear. It 
would mean complete Government control of farm production, in- 
cluding the matter of who would grow what and how much. It 
would mean deciding on a political rather than economic basis the 
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production Fem of American agriculture. It would mean the freez- 
ing of inefficiencies. It would stymie the application of new techi- 
niques of production. It would mean the end of private trading in 
the market, inasmuch as there would be no room left for such activi- 
ties under a program where you had price supports at 100 percent of 
parity and price ceilings at the same figure. 

Recently some of the sponsors of so-called “fair trade” legislation 
have questioned the consistency of the farmers’ position in opposing 
such legislation at a time when farmers are receiving the benefit of 
price supports. We have a good answer, for farmers are not asking 
for monopolistic powers to fix prices. Instead, we are asking for 
price supports at moderate levels designed to provide a cushion against 
unreasonable price declines which serve neither the consumer nor the 
farmer. If we were to swallow the bait of high fixed-price supports, 
we would, of course, lose our capacity to fight effectively against legis- 
lation designed to restrict further the functioning of our competitive 
enterprise system. 

It is hard to understand how anyone can seriously suggest man- 
datory 100 percent price supports for perishable consis after 
the experience we have had with mandatory price supports on po- 
tatoes and eggs at substantially lower levels. 

Senator ArkEN. There is one question that I think comes in there. 
In the event of 100 percent price support and 100 percent ceilings 
what would be the effect on farm cooperatives ? 

Mr. Kune. Oh, it would take me a little while to answer this ques- 
tion. Well, I would start off with the proposition that it would prob- 
ably destroy them, that is, marketing cooperatives. 

Senator Arken. They would no longer function. 

Mr. Kune. There would not be any real place for them to func- 
tion, because the price would already be determined, and then there 
are innumerable other difficulties. The farmers would begin produc- 
ing for the Government and not for the market. 

And then they would use political means to force the Government 
to take the production, and so forth and so on. 

Senator Anperson. Do you know any dairy farmers that can pro 
duce milk at 100 percent of parity ? 

Mr. Kune. I never heard of any dairy farmers suggesting that we 
get into this situation. 

Senator ANperson. Parity is not a perfect guide, is it? It goes off 
on certain products. The dairy farmer needs to get, I think, at least 
130 percent of parity and he is better off with 145 percent of parity, 
because parity does not work perfectly. 

If you get an egg farmer 100 percent of parity we would not have 
sufficient warehouses in the United States to take care of them. We 
have certainly more than we can use at 75 percent. 

Mr. Kune. The answer, of course, is that I agree with the implica- 
tion in your question. If we decide that what we want is price fixing, 
then it seems to me that parity as we have known it loses its signifi- 
cance, and we start in a bargaining situation of one commodity at a 
time on which we have decided to fix the prices. 

Parity is a fair relationship, an attempt to establish some fair re- 
lationship between farm prices and farm costs and the economic 
situation of supply and demand that we find ourselves in. 
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Then it is a fair and reasonable basis for the evolution of farm 
legislation based on the principles involved in the act of 1948 and the 
act of 1949, but if you want to fix prices, then I think you have to 
desert parity and get into a bargaining situation of one commodity 
at a time. 


OPPORTUNITY TO EARN 


The American Farm Bureau Federation is strongly in favor of 
protecting the farmers’ ability to earn a high income. We know that 
over a long period of time the farmer cannot hope to get a high in- 
come if he doesn’t earn it. Proposals which inevitably lead to com- 
plete Government controls will destroy the farmers’ capacity to earn 
a good income. 

American farmers fully realize that they are a minority group in 
this country and, as such, must make absolutely certain that the pro- 
posals which they make, and the programs which they support, are 
economically sound and in the general interest. Farmers cannot af- 
ford to get in the position of lending their support to proposals which, 
on the basis of experience, most assuredly will not serve the interests 
of both farmers and consumers. 

A most thorough job of studying agricultural policy was conducted 
by the Subcommittee on Agriculture and Forestry of the United States 
Senate and the Committee on Agriculture of the House of Representa- 
tives in 1947 and 1948. As a part of that effort, Senator Anderson, 
who was then Secretary of Agriculture, had a painstaking exam- 
ination of the subject made within the Department. Mr. Carl C. 
Farrington, Chairman of the Department's Price Policy and Produc- 
tion Adjustment Committee, summarized the general conclusions of 
the Department’s study in this field to the joint hearing in October 
of 1947 by saying: 

We have given much thought to the percentage of modernized parity which 
might be used as a minimum price floor. Our studies indicate that 50 percent 
of parity, for example, might not be high enough to act as an effective stop-loss 
mechanism, and 90 percent might force us into a completely managed agricul- 
tural economy. We present the following factual data for your consideration 
in arriving at a desirable level of price support. 

Attached were charts for most principal agriculture commodities 
showing for the period 1920-46 prices received by farmers and sepa- 
rate lines showing 90 percent of parity, 75 percent of parity, and 60 
percent of parity. The chart for wheat shows that under either the 
eld or new parity formula 90 percent would have been considerably 
ubove the prices received by farmers during the entire period except 
for a few years. 

We think it is highly significant that both the Democratic and Re- 
publican platforms of 1948 specifically endorsed flexible price sup- 
ports. Our farm program has been developed essentially on a biparti- 
san basis. The interests of farmers certainly will be jeopardized if 
the program is allowed to degenerate into a strictly partisan 
proposition. 

e believe that the President’s Council of Economic Advisers in 
their Annual Review of the Economic Situation in March 1949 accu- 
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rately indicated where flexible price supports fit into our economy 
when they said: 

Intercommodity price relationships must be kept consistent with basic trends 
in demand and supply conditions. To the maximum extent possible, parity-price 
relationships and support-price programs should encourage shifts to those com- 
modities that are most wanted. Rigid systems of support, in volation of this 
principle, can only lead to rigid systems for restricting output that violate our 
tenets of economic freedom, that work against our objectives of maximum pro- 
duction, and that in the end take away from farmers’ incomes through decreased 
volume as much as, or more than, they add through increased prices. 

In his budget message to the Eighty-first Congress in January 1949 
President Truman restated the fundamental principles upon which the 
Agricultural Act of 1948 was based: 

As I said a year ago, price supports should be regarded “chiefly as devices to 
safeguard farmers against forced selling under unfavorable conditions and eco- 
nomic depression.” Their purpose is to bring an element of stability into agri 
culture. At the same time they shorfld not place excessive burdens on the Treas- 
ury and taxpayers or inhibit shifts in production needed to meet peacetime 
demands and to promote adequate conservation of our soil resources. 

In March 1949 a congressional appraisal of farm price support 
policy as contained in the report of the Joint Committee on the Beo. 
nomic Report read as follows: 

In order to fit a prosperous and equitably treated agriculture consistently into 
an economy seeking to operate continuously at maximum levels, agricultural 
price supports must be kept as floor prices ; not as a means of price fixing, nor to 
guarantee a profit, but to provide a barrier against the sort of devastating price 
declines which in the past have made agricultural depression the forerunner of 
business and industrial depression. The real question is not whether farmers 
can or will continue to produce abundantly, but whether they will be severely 
penalized for doing so. 

As members of this committee know, the Agricultural Act of 1949 
was evolved on a basis consistent with the basic principles set forth 
above. This legislation was designed to provide a program which 
would protect farmers against naamenenatia price Ph but at the 
same time make possible the continued utilization of the interplay of 
prices in the market place to help guide production and distribution 
in this country. 

The flexible price-support concept was designed to give more sta- 
bility to farm income. This is why support prices of particular com- 
modities are related to the supply situation with regard to each such 
commodity. 

Let us take wheat for an example. Widely fluctuating production 
due to weather, and other factors beyond the control of the indi- 
vidual producer, causes farm income to fluctuate widely if a fixed 
price is maintained. The farmer lives off income obtained by multi- 
plying production times price—not merely by —_— alone irrespective 
of production. For example, in the event of short wheat crop under 
a high-level price-fixing program producers would suffer a serious 
drop in income as compared to what they would otherwise get. We 
‘annot support a program which takes away from the farmer the 
opportunity to get a higher price when he has a short crop and needs 
the higher price the most. 

Our objective is to provide farmers an opportunity to earn more, 
not less. How could we, as representatives of 1,452,210 farm families 
in 47 States and the island of Puerto Rico, take any other position! 
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After all, the views we express here today have been developed by 
these farm families. The proposals contained in S. 2996 will mean 
less per family-farm income. 

Flexible farm-price supports are a necessary protection against un- 
reasonable price declines and can be justified on the grounds that (1) 
there are rigidities in our economy which place agriculture at a rela- 
tive disadvantage under certain conditions; (2) agricultural produc- 
tion fluctuates much less than industrial production whereas agri- 
cultural prices respond to changes in business conditions much more 
rapidly than do industrial prices, incidentally, that also includes farm 
costs; and (3) it is the interest of the general public for agriculture 
to have a brake against a serious price collapse. 

While price supports can perform an important function by pro- 
tecting farmers against a serious price collapse, it would be a mis- 
take for us to stake our chances of getting a satisfactory income on a 
system of Government-guaranteed and Government-administered 
farm prices. Such a system would place agriculture in a strait-jacket. 
We are all familiar with the problems of diverted acres, minimum al- 
lotments, historical trends, differences in farming practices—such as 
the case of the wheat farmer who summer fallows and his neighbor 
who does not—and the numerous other difficulties which arise under 
any allotment program. 

he difficulties associated with acreage allotment and marketing 
quota programs can be endured for brief periods when drastic action 
may be necessary to prevent the accumulation of unmanageable sur- 
pluses. Rigid high-level price supports, however, lead to continuous 
controls and ever greater difficulties. With high-level price supports 


and continuous controls, the value of the price-support program and 

the production quotas assigned to individual farm tends to become 

capitalized into land values. This creates a windfall for the people 

who own the land at the time the capitalization takes place, but it 

does not — the young man who must pay a higher price for a farm 
t 


in order to obtain the opportunity to produce the protected commodity. 

Inefficient production is stimulated. Everyone, who can, wants to 
produce the commodities which are entitled to the guaranteed profit- 
able prices. Under pressure the program inevitably moves in the 
direction of distributing the right to produce in accordance with the 
political criteria of “one vote, one share.” That is, one share of the 
right to produce. This is the absolute level. This is the thing which 
counteracts or actually throws out the basic idea in America, which 
is that we encourage the individual to develop his abilities and to de- 
liver the goods and to do so confident that he can expect he can profit 
by it. 

‘Needed shifts and adjustments in the use of our agricultural re- 
sources are stopped or retarded, and per unit costs are increased. 
Real farm income tends to decline and consumers’ costs are increased 
because production is not fitted to demand. 

The farmer’s best chance to get a high income over the long pull 
depends upon his ability to produce for a market rather than upon 
his ability to dump surpluses on the Government. 

It will be argued by some that we have had relatively high level 
price supports for some years, and that this program has not resulted 
in excessive costs except for a few commodities such as potatoes and 
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eggs. While this is true, it does not prove that price supports can be 
maintained at a rigid high level without creating difficulties except in 
an unusual period such as the present—incidentally, a long-continued 
inflationary period which is world-wide. 

Farm prices have been supported by foreign-aid programs and a 
strong domestic demand resulting from high employment and in- 
flationary pressures here at home. The experience of recent years, 
therefore, is not indicative of the problems created by high level price 
supports. Furthermore, the Government has incurred some heavy 
costs in connection with current programs on wheat and peanuts, 
which are the two commodities that would be affected by the enact- 
ment of either S. 2996 or S. 2115. 

The Commodity Credit Corporation made a profit of $727,000 on 
peanuts in the fiscal year 1947, but lost $2,757,000 in fiscal 1948, $23, 
795,000 in 1949, $40,593,000 in 1950, and $14,585,000 in fiseal 1951. Al- 
thought substantial, CCC losses do not represent the total cost of the 
peanut program as substantial, additional costs directly traceable to 
this program have been incurred under other Government programs. 
In order to hold down losses under the peanut program, the Depart- 
ment of Agriculture has repeatedly asked growers to take sharp cuts 
in acreage. 

The 1952 national peanut allotment of 1,673,102 acres represents a 
cut of 51 percent from the 3,381,500 acres grown in 1947. We recog- 
nize that peanut production was greatly expanded during the war 
and that a substantial reduction in acreage was to be expected with a 
return to more normal conditions. We also recognize that, because 
of the relatively small acreage involved, the peanut program has not 
presented any serious problems except to the Treasury and to farmers 
who would like to grow more peanuts; but what would we do with the 
millions of acres that would be released if we were to follow policies 
which would force a similar scale of acreage reduction on the pro- 
ducers for such commodities as corn or wheat ? 

After making a profit of $606,000 on wheat in fiscal 1947, the Com- 
modity Credit Corporation lost $11,700 in 1948, $3,740,000 in 1949, 
$28,000,000 in 1950, and $19,000,000 in fiseal 1951. These losses ap- 
pear relatively modest in comparison with the value of the wheat crop. 
but this is not the whole story. CCC losses on wheat have been low 
because we have been subsidizing the export of wheat under the inter- 
national wheat agreement. This agreement cost the Treasury approxi- 
mately $77 million during its first year of operation, and currently 
is piling up costs at the rate of $182 million per year. 

Senator Young. Would you mind an interruptin there? 

Mr. Kune. I would not. 

Senator Youne. Have we not at the same time given them billions 
of dollars worth of industrial goods? 

Mr. Kune. Yes, sir. 

Senator Youne. Do you think that more justified than the wheat 
for people to eat? 

Mr. Kutnr. I should like very much to discuss that point. If this is 
the appropriate place, I will do it, and I shall be very happy to do it. 

The CuamMan. Do you cover it in any other part of your state- 
ment ? 
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Mr. Kuine. Only indirectly, in the section entitled, “Needed Pro- 
duction Aids,” but if I might finish this paragraph—and then when 
I get over to that section I would like greatly to discuss the point 
raised by Senator Young. 

The CuatrMan. Very well, you may proceed. 

Senator Youne. Very well. 

Mr. Kune. At the present time we are paying export subsidies of 
65 to 70 cents on every bushel of wheat exported under the agreement. 
With the farm price only a shade above the support level, there is no 
possibility of any substantial reduction in these export subsidies dur- 
ing the remainder of the period covered by the present agreement. 
Consequently, it appears that total costs for the 4-year term of this 
agreement will run well over $600 million. Due to the lag between 
the time export subsidies are paid and the time they appear in the 
Federal budget, the general public does not yet fully appreciate the 
expensive nature of our commitments under the wheat agreement. 

I did notice yesterday about a 10-inch editorial in a newspaper with 
a rather keen discussion with regard to it. 

Even though it were possible to keep these costs from consumers 
and taxpayers, which it is not, it is not our desire to develop a program 
based on either misinformation or lack of information. 

The United States cannot continue to pay for its own exports for- 
ever either by direct subsidies or by providing dollars to importing 
countries. From the standpoint of wheat farmers, a market that 
depends upon the payment of high export subsidies, or continued gifts 
to foreign countries, is at best an uncertain outlet. Eventually, we 
must get our foreign trade in wheat on a sounder basis. The wheat 
farmer’s income depends absolutely on our ability to get the best possi- 
ble foreign and domestic markets for the products of his land. Only 
a flexible price-support program is consistent with this objective. The 
alternative of fixed and seemingly profitable prices contains a real 
threat of excessive storage, depressed prices, reduced demand, strict 
regimentation and a smaller income for the wheat farmer. 

Incidentally, a lower production and a real impact on the consumer 
and an adverse impact. 

The CuarMan. Will you answer the question now ? 

Mr. Kurne. I would like to answer the question raised by Senator 
Young. If I remember correctly, and if not, please indicate so—the 
question was, Is it not as reasonable for us in a period when we were 
giving a great many things away for us to give away some wheat as to 
give away other things? 

I said the answer is “Yes,” but I should like to explain the answer 
further. 

We have given it away. It depends on just how you figure it, and 
whether you use certain loans, but it is some place between 35 and 40 
billion dollars of unrequited exports since the war. That is a long 
name for gifts. 

The United States, in doing so, was making an investment, in my 
opinion. I think we should do far better with our international rela- 
tions if we very frankly said so to all of the countries with whom we 
have dealt. 

Senator Youne. Are you through ? 

Mr. Kuine. No. I want to get to this wheat thing. I am not off the 
subject. 
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Senator Youne. I have another question right after that. 

Mr. Kure. I will be happy to answer it. 

In the course of this time we had the objective of rebuilding war 
losses, first, and included in that was the effort to stabilize the food 
situation, to add materially to the net food situation. It was a strict 
gift, but it was a good investment, too, because these people who are 
our friends were in a bad situation. 

Then we entered into the Marshall plan aid. This was an effort to 
really rebuild these countries, to develop their productive capacity, to 
assist them to develop them more accurately. There is currently a 
great imbalance in the food situation in Europe. 

About one person out of three is dependent upon food imports. 
Before the war they got a considerable amount of their food imports 
from abroad. They got a little from the Rice Bowl, considerable 
amount from Australia and New Zealand and the Argentine. 

I have here a chart which shows the prewar average food imports 
to Western Europe. The width of the line is the volume of the 
—_ 

“ou can see that it is a considerable line from Australia. It is not 
all in here. There is a little line that should come up from the Rice 
Bowl, a million and a half tons, or something like that. There is a 
very considerable line from the Argentine, meat and wheat. And a 
very large line from Canada. And a trickle from the United States. 
This was the situation prior to World War II. 

There has taken place as a result of the conditions which I just 
outlined—this is the food situation subsequent to the war and our 
desire to assist with it directly—our national policy in this direction— 
and then the build-up which took place with regard to the Marshal! 
plan, and then subsequently the defense, the Mutual Defense itself— 
a reorientation of Europe with regard to food. But while they have 
done relatively well with the domestic production of food, they have 
only just kept up with the population increase, so that their import 
status is as bad as it was before. And the insecurity of their situation 
vis-A-vis food is no less than it was before. That is very insecure, 
indeed. 

They have to have imports. 

What has happened ? 

Here is the picture of the facts of the case: 

These imports are from the dollar area. The trickle from Australia. 
Tt is a trickle from the Argentine. Incidentally, this occurs in 1946 
to 1948, and if you had it at present, under the Peron regime, or, if 
you do not like this kind of comparison, Senator Humphrey, under 
the situation which exists in Argentina, it would show they are actuall) 
importing wheat today, whereas the United States has increased 1ts 
exports to Europe between six and seven hundred pereent. This is 
the dollar area. 

Senator Youne. May I ask another question there ¢ 

Mr. Kurne. I would like to come back to this and finish this point. 
Would you mind delaying that until I get done with the point I have’ 

Senator Youne. Allright. Do you Stews that the American wheat 
farmer can ever compete pricewise with the many countries of the 
world with lower wages, lower taxes, and lower standards of living! 
Canada, forexample? What I am trying to say is this principle of the 
two-price system was recognized under the McNary-Haugen bill. 
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Do you believe that we can get away fromthat? Do you believe that 
we can continue exports without a two-price system ¢ 

Senator ArkeN. Let me add to that question, too, by asking if you 
think we should have a complete embargo against imports of grain 
from Canada, which are to a considerable extent induced by the 
higher price which prevails in the United States? 

Senator Young. I think that involves another question, although 
a meritorious one, too. 

Mr. Kutne. Do you want to ask all five of these questions, or just 
three or four ¢ 

May I continue, then, with the answer to the first question? I have 
these questions down. I will try to answer them in due time. 

This matter of trade is one of the most important things to American 
agriculture. I want especially to complete this answer, because this 
is a basic thing, not only in the European situation, but in the security 
of the United States. 

These people depend on these imports. When they talk about food 
they are not talking about a theory. When they talk about food 
shortages as suggested a while ago, they are not talking about some- 
thing that they can either talk about or not talk about. They are talk- 
ing about something that they have to do something about. They 
have got to buy this food. They have got to get it somewhere, to buy 
it or to get it in the way of gifts, because they have to have it. 

If they do not have it, our basis for security, based on their strength, 
is based on a foundation of sand. It cannot stand up. 

This reorientation during and subsequent to the Second World War 
isnot theory. It is fact. 

We are suggesting to these countries in Western Europe that they 
be very careful about trading with the iron curtain countries. 

This is the Danubian Basin, coming up into Europe. A very nat- 
uralone. It is an easy one, easily ssamail 

The economies were complementary. And over the long traditional 
basis which you mentioned, this was the source of a considerable 
oe of their panemeny food needs. 

This new orientation has been taking place. 

There were some examples last year of trade agreements made with 
England, for instance, with iron-curtain countries. There were with 
a few other European countries. They do not have any choice on 
this thing. They try to get the food. But when they do, they are 
required to pay for it with military potential. That is what the iron- 
curtain countries want. 

What do they send them’ Jet engines, machine tools. These are 
all the kinds of things which they are short in, and which they would 
like to have and which traditionally, although it was not necessarily 
war potential, it was industrial output from Western Europe. As I 
say, this new orientation has taken place. 

It is very much in the interests of the United States to see in this 
period of defense that they do have a feeling of security with regard 
to food supplies. And it does have to come from the dollar area. 

We have stated already in this hearing so far that exports out of this 
country, depending continuously upon tax payments of the people 
of the United States, are very insecure. This thing ought to be 
recognized. 
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The political implications are such that it is just the plain, un- 
varnished truth. 

Yet we have a strong trade in balance. 

This gets into the matter of trade. 

Europe has no such production possibilities; the Australian popu 
lation is increasing; the Argentine thing is very uncertain. 

We have the capacity, if we really use the research in agriculture, 
and the methods which have proved successful, based fundamentally 
on education and research. Without that we would have taken this 
technical information out to the farmer and he would not have been 
able to use it when he got it. It has been going on for 50 years. And 
it has been the greatest revolution in the history of the world in 
agriculture. 

We have the capacity to do this thing. But it can only be done on a 
basis of trade. 

What wheat needs is markets. Broader markets would enable us 
to have a vastly expanded production in this country. 

We are prepared to say that we ought to maximize in the Mutual 
Security Administration what they call defense support or economic 
aid. Actually, we might call it by its proper name. Then we ought to 
minimize the kind of thing which is the military end items, and in- 
stead encourage their production of those end items to the maximum 
extent, so that they can take care of them, and also so that they can get 
the feeling of self-reliance and independence which is absolutely es- 
sential if we are to protect freedom, because that is the thing we are 
interested in and that is the thing they are interested in. And we can 
work together on it. 

I want to say again that this is not a theory. It is a fact. It has 
been going on for years. 

You do not change trade around like this for a whole great area like 
Western Europe, and then snap your fingers and change it back. 

Senator Youna. I asked if you thought we could compete pricewise 
with them. 

Mr. Kune. This is directly toward the proposition. ‘his is your 
second question. I am answering your first one yet. I will deal with 
the second one when I get done with this. 

We have got to take these acres that we produce wheat on. They are 
not all in the wheat area, as you well know. All wheat is not produced 
by farmers who cannot produce something else because of climatic or 
ijand conditions. They are produced by farmers all over the United 
States, the bushels of wheat we are talking about. 

We have got to see to it that the wheat farmer himself has real access 
to the demand. And we do not get it by setting a level of price which 
will store up vast quantities, depress prices, hold them down, and 
insulate the farmer from the demand in this country and other coun- 
tries. We have got to get him to the demand. 

A lot of wheat has normally been used for feeding purposes in the 
United States. There is a tremendous possibility of improving nutri- 
tion advantages in this country. 

The answer to that comes back always from another group of people 
who think differently about it, and I am willing to agree that some of 
them are honest—TI will not take them all in, but I want to take in a 
good many. The answer that comes back is, “Look, we have a real 
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responsibility to these foreign countries. In case of a war we would 
have to be prepared with this 2,000 million bushels of corn and wheat.” 

We shall be much better prepared if we develop the fundamental 
productive capacity of American agriculture. 

This is grain. This is grass. This is livestock. This is cotton, 
and this is an increase in production based on a firm demand. 

We are in an indefinite period of defense. We do not know how 
long it will last. Then they challenge us, they say, “Well, but then 
we cannot help but feed these people.” 

This is wrong. Suppose we stored up a thousand million bushels 
of corn. This is a third of 1 year’s crop. 

The question is how big a crop are we producing every year? And 
I have confidence in the American people. If we were in the war, 
going to spend 50 percent of our total income, we were going to defend 
at all odds, our families, our territory, our United States, the principles 
of our Government, who is afraid to eat a little more wheat and 
slaughter a little livestock? We could feed 500,000,000 people with 
the current production of this country. We would necessarily have 
to eat a few less fillets, but we could do that and survive. And we 
have got the guts to do it. 

What we want to do is to capitalize on the productive capacity of 
America. What we want to do with wheat is to sell it, use it, produce 
it and get it into production and consumption, to raise nutritional 
values in this country and see if we can get a satisfactory longer-term 
solution to this problem, because if we do not, this market is going 
to disappear. 

Senator Youne. All of which I agree with, but I wish you would 
answer my question if we could compete pricewise ¢ 

Mr. Kurxe. That is your second question. I have it written down 
here. It is very simple. Do you believe we can compete pricewise ? 
I believe that this problem is insoluble if we fix prices so high that 
wheat neither gets into consumption in this country or is able to fit 
into the kind of an international trade situation where this export 
market becomes a possibility. And I think it will destroy the wheat 
farmer first. That is my answer. 

I think we can compete. We have shown our capacity to compete, 
but if you take a group like the wheat farmers and you give him a 
market in the Government, then I do not think he can compete because 
he will not try. I mean, somehow you destroy his capacity to use these 
resources to fit demand, because you have shut him off from demand. 

The thing you do is to pile it up. This is not in the wheat farmer's 
interest, in my opinion. 

Senator ArkEN. What you mean is that if we do not demonstrate our 
ability pricewise that we will lose the export market and have reduced 
quotas for wheat. 

Mr. Kure. Certainly. 

Senator Arken. Under acreage quotas. 

Mr. Kune. This never was real trade, mind you. 

Senator Arken. And with a reduction in the quotas which would be 
comparable to the reduction in the export trade. 

Mr. Kurne. Certainly. 

Senator Arken. And the general demands. 
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Mr. Kurne. More and more regimentation, and get it piled up 700 
million bushels, or whatever they decide to have piled up, or stockpiled. 
You do not need any more stockpiling. You have already got the 
proposition of this guaranteed price. And you have taught people to 
believe that they ought to hang onto that wheat, regardless, You have 
no alternative in this proposition except to squeeze production. And 
you will not have taken care of this situation at all. So you will have 
+ a pea production far more, because this has been based upon 

ifts. 
Senator Arken. Am I right in thinking that in the Argentine the 
4 We ee has been the purchaser and the seller of the basic farm 
crops 

Mr. Kuve. That is what I understand, but I am not an expert on 
the Argentine. They have had a very strong orientation toward wages 
and labor, and so forth, and have neglected agriculture. But these 
are only reports. I have never been there. 

Senator Youne. I would like to get back to my question if I can. 

Senator Arken. I was just going to say that in the Argentine, the 
Government apparently succumbed to the temptation to pay less and 
less to the farmer and to charge more and more to the market until the 
farmer failed to produce and the market disappeared. 

Senator Humpurey. He became the middleman, the distributor. 

Senator Arken. They handle the crops. 

Senator Humpurey. Yes. 

Senator Arken. It is all handled by the Government; that is, the 
ay <> of crops. 

nator Youne. Is it not true that the Canadian farmer can pro- 
duce wheat at a much lower cost than the average American farmer 
right out in the heart of the Wheat Belt, Kansas and North Dakota ? 

Mr. Kune. They have been producing it cheaper, let us say it that 
way. I assume that they can, otherwise they would not have. There 
may be other things involved in that. But let us come back to the ques- 
tion you raised, which is: Do you think we can compete? 

There is already provided in section 22 in the escape clauses of 
the reciprocal trade agreements things to take care of the situation you 
were suggesting. If and when it becomes necessary to use them in 
order to prevent the destruction of some domestic program. But if we 
get a domestic program, let us say, with a price support which is com- 
pletely unrealistic with regard to any use of wheat except the stock- 
piling, or which makes it extremely difficult to export or to deal in 
the international trade, then you throw these things in very much 
sooner, and they become, in fact, not assistances to trade, but em- 
bargoes against trade. 

And the wheat farmer again suffers, one of the first, because he is the 
most dependent upon the export market. 

Senator Youne. It would seem to me that it would follow then, from 
your philosophy, that the American wheat farmer would either have 
to curtail his production to that of the domestic needs, and reduce his 
standard of living, or else go broke. 

Mr. Kune. That does not follow at all. I think—well, it would not 
be polite for me to say what I think. 

enator Youn«e. Go ahead and say it. 

Mr. Kune. I want to come back to this particular problem. It 

seems to me, the alternative is to say that here is a group of farmers, 
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and we will take the wheat farmers now, who are going to have to fle- 
pend on subsidies from now on from the Government of the United 
States. All of my observations with this kind of proposition, where 
it is a very small minority group, is that they suffer in the end and 
suffer very badly, indeed. 

Senator YounG. You believe that the theory back of the McNary- 
Haugen bill was wrong, that we had to have a two-price system ? 

Mr. Kune. The two-price system is your next question. 

I do not happen to believe in the two-price system. I think we can 
do much better with one. 

When you get into that, you begin enhancing and expanding polit- 
ical controls in the economic field that I doubt are workable. 

Senator Youne. The International Wheat Agreement which the 
American Farm Bureau Federation supported is, in effect, a two- 
price system. 

Mr. Kune. We have supported the International Wheat Agree- 
ment. 

If I may make my own statement, it seems to me it is a limited 
approach to the business of fixing prices, and allotting markets inter- 
nationally. 

We do not support the vast expansion of these things. 

We are supporting the renewal of the wheat agreement, but with 
very special recommendations with regard to certain provisions. Cer- 
tainly, not with an all-out and unlimited support, irrespective of its 
provisions. 

Senator Youna. I would go along with you on that. 

Mr. Kune. On the basis that it is now operating, I doubt very 
much that it will really contribute to the permanent market for wheat 
farmers or permanent good for the buyers of wheat or any sound 
basis of production efforts in this country. 

Senator Youna. That is all of the questions I have. 

Senator Humrnrey. I first want to say that I think that Mr. Kline’s 
analysis of this international trade problem is very helpful for us. 
I think he has pointed up something that we have got to face up to. 
His comments on this economic aid program which he went over 
quickly are very fine. I think that they were very fundamental to 
something that is going to be up before us in the Congress. We will 
have to study this whole problem of indirect aid and the emphasis 
that some are placing on just shipping out industrial products and 
not letting other peopie produce, so that they can niathaen, 

One point I noted, Mr. Kline, is that you said—of course it is true— 
that much of this import, or our exports, and their imports have been 
financed by gifts; but I think it is equally true that within the last 
year or two the European countries that have been buying substantial 
quantities of food from the United States, because of our reorientation 
of trade away from the east and to the west have purchased it with 
what funds they have been able to earn. And this has seriously 
jeopardized their own individual economic recovery. So that we have 
worked ourselves into a very tough situation, namely, that we have 
to continue to pour gifts in simply because of the dollars. They can- 
not buy it with soft currency because we will not take it, we want 
hard currency, we want dollars. And the only way they can earn 
dollars is to trade in the dollar area. And the only way to do that is 
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to trade with us. So they are actually and constantly in a worsening 
position unless we do give them the gifts. So your point about the 
economic aid as a stimulant for industrial production and food pro- 
duction, I think, is a very worthy point. 

I just want to ask you this—I am not being critical, I think you 
have been very helpful on this point—but on page 12 you said that 
eventually we must get our foreign trade in wheat on a sounder basis. 
I do not think this is just wheat we are talking about. 

Mr. Kune. No, indeed. 

Senator Humrurey. To lay it right on the line, so far as I am 
concerned, I do not see how you can expect to sell American agricul- 
tural products to Europe if we are not willing to take their soft 
currency, which we are unwilling to take, unless we are willing to buy 
something from them. I mean, you just cannot have this a one-way 
street. 

That is why I have taken a definite position on certain things around 
here. I just do not think that you can go ahead and talk about ex- 
porting wheat and fats and oils and everything else that you want 
to export, unless you are willing to buy something to give them the 
dollars to buy the wheat with. 

You have got to make up your mind what you are going to do, 
one or the other. I think you have got a point, Senator Young, about 
what the standard of living is that we are to judge by, but we should 
not complain about giving money away unless we are willing to let 
people earn by trading with us. We will not trade in French francs, 
and we will not trade in the Austrian kroner. We will trade only in 
dollars. 

Senator Younea. I think that agriculture is doing a pretty good job 
of reciprocating. We import about as much agricultural products as 
we export. 

The Cuarmman. Will you proceed, Mr. Kline? 

Senator Humpnrey. I think that you ought to check that fact. 
I do not think that is quite true. 

Mr. Kune. We sibabty should not get into it, Mr. Chairman, but 
I think we will have to divide competitive from noncompetitive agri- 
cultural imports, before you get any significant facts on this subject. 

The Cuatrman. I am in hopes that we will concentrate on the bills 
that are now before us. I think we could spend a week on the various 
arguments suggested. So let us try to stick to the subject. 

Mr. Kure. Fine, thank you, Mr. Chairman. 


NEEDED PRODUCTION AIDS 


The proponents of the three bills before this committee apparently 
base their argument primarily on the current need for some increases 
in agricultural production. The major obstacles to our maximizing 
farm production under present conditions include unworkable price 
controls and inadequate supplies of farm machinery, fertilizer, pesti- 
cides, and most of all farm labor. 

Additional political guaranties of higher price supports are not the 
answer to the production problem facing farmers. Government can 
make its maximum contribution to agricultural production by (1) 
allocating adequate steel, copper, aluminum, and other mes ttf sup- 
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plies to the manufacturers of agricultural machinery and equipment; 
(2) allocating adequate sulfur and other similar production supplies 
to manufacturers of fertilizers, and pesticides; (3) expediting and 
facilitating the importation of farm laborers from Mexico, Puerto 
Rico, and other similar sources; (4) encouraging instead of hindering 
farm co-ops to procure and distribute among themselves farm laborers 
brought into particular areas; and (5) abandoning the fraud of 
direct wage and price controls which do nothing to control inflation 
but instead strangle production and divert attention away from the 
effective methods of balancing the supply of goods and the supply of 
money. 

It is remarkable that farmers have done as good a job as they have 
in meeting production goals when you consider the barriers thrown in 
their way. In the appendix of this statement we have summarized 
some of the Government activities currently reducing the capacity of 
farmers to maximize production. 

Instead of trying to impose on agriculture the “siamese twins” of 100 
percent of parity price supports and 100 percent of parity price con- 
trols we ought to recognize that price controls are an economic narcotic 
und that you don’t correct the situation by resorting to a second nar- 
cotic. Two wrongs don’t make a right. Let us remove the source of 
the difficulty and allow farmers to do the production job they want 
to do—and that they know how to do. 

If there are a limited number of cases in which higher price sup- 
ports are necessary to get needed production of particular aoa 


ties, present legislation provides clear-cut authority to the Secretary 
of Agriculture to set price supports at whatever level he deems neces- 


sary to meet the need. Section 402 of the Agricultural Act of 1949 
reads as follows: 

Notwithstanding any other provision of this act, price support at a level in 
excess of the maximum level of price support otherwise prescribed in this act 
may be made available for any agricultural commodity if the Secretary deter- 
mines, after a public hearing of which reasonable notice has been given, that price 
support at such increased level is necessary in order to prevent or alleviate a 
shortage in the support of any agricultural commodity essential to the national 
welfare or in order to increase or maintain the production of any agricultural 
commodity in the interest of national security. The Secretary's determination 
and the record of the hearing shall be available to the public. 

I can assure this committee that the great majority of farmers that 
do the job of producing the food and fiber to feed and clothe the 
Nation are not asking for these blanket high level price supports. 
Farmers will so organize their individual farming operations so that 
they maximize production provided they are given an indication as to 
what is needed, access to adequate labor and production supplies, and 
are provided with the latest educational and research information to 
enable them to employ the latest scientific information to their farm- 
ing operations. 

Incidentally, they also need access to the demand. 

It is contended by some that we must stockpile huge quantities of 
agricultural products to avoid shortages, and that we must then adopt 
high price supports to counteract the os effects of such 
stockpiles. The sound way to protect the Nation against a shortage of 
agricultural products is not by piling up surpluses; it is to build up 
and maintain a highly productive agricultural plant with sufficient 
pe to make rapid adjustments to changing national needs. 
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REDUCE FEDERAL EXPENDITURES 


In the present setting, the most important single job that the Con- 
gress can do to assist the American farmer is to reduce Federal expendi- 
tures. We have recommended to the Congress a program to cut the 
budget sufficiently to balance it on a cash consolidated basis. In order 
to demonstrate to the American people that farmers are willing to 
shoulder their share of these necessary cuts in Federal expenditures, we 
have recommended to the Congress that the budget of the Department 
of Agriculture be reduced $209 million. 

Senator Humeurey. How much did you recommend that the total 
budget ought to be cut? 

Mr. Kune. Ten billion plus. 

Senator Humpnrey. Did you give any details how that would be?’ 

Mr. Kxine. Seven billion off the military, two billion off of MSA, 
and the other cuts in other departments, such as those taken into 
agriculture, which we did not define. If we cut seven billion off of 
the military, it would still leave appropriated over $105 billion at 
the beginning of next year. This is another subject. 

Senator Humpurey. I just wanted to ask the question. 

The Cuatmrman. I was going to suggest that. 

Senator Humrnrey. We are gliding along through here. This is 
all a policy statement. I want to know where we get this insight 
of how to lop off dollars, like 10 billion. I am for it, too, but I want 
to be sure that we do not lop off something else while we are doing it. 

The Cuarrman. You can get it from other hearings. 

Senator Humrnrey. This is all in the same statement. 

Mr. Kurxer. We are thoroughly convinced that these cuts can be 
made witout jeopardizing our capacity to do our production job on 
the farms. Furthermore, we know that if we do not protect the 
solvency of the United States by avoiding deficit financing in a 
period such as this, we will have seriously weakened our capacity 
to demonstrate to the free people of the world, and to those who 
would destroy freedom, that our system of Government has the 
strength to meet the current crisis. 

In this period self-restraint must be exercised by farmers, laborers, 
industrialists, political leaders, and the citizens generally, if we are 
to demonstrate that the people of this Republic have the self-discipline 
necessary for the successful perpetuation of self-government. 


8. 450 


The points which we have made with regard to S. 2996 are applicable 
to S.450—only to a slightly lesser degree. Rigid price supports, 
established and maintained without due regard for the supply-demand 
situation applicable to each such commodity, create more difficulties 
than they do good. Instead of creating new problems we believe our 
energies can better be devoted to removing the real obstacles to farm 
production. : 

Senator Anperson. Do you not think that you give very short 
consideration to what I think is a very big bill? This bill as I read 
it is about the same as the Steagall legislation. We got caught for 
hundreds of millions of dollars on potatoes because at one particular 
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period the Secretary of Agriculture had to ask in the previous war 
not only for increased production of potatoes, but for increased pro- 
duction of sweet potatoes, and as I read the list of the Steagall com- 
modities they included American-Egyptian cotton, flaxseed, soy- 
beans, peanuts. Of course, we paid out tremendous prices in the 
peanut program. Right now we are short of potatoes. He has to 
ask for more potatoes this coming year. And under this language 
that would fix us with potatoes again which we abolished by law 
after quite a battle, not only for the period that this legislation might 
be in effect, but for 2 years after the end of the emergency. 

Senator Youne. May I state that it is not the intention to include 
potatoes. You would have to amend another section of the law 
which we enacted only a year ago to bring potatoes under the price- 
support program. As the author of the bill, I say that. 

Senator Anperson. I only read the language, and it says, any non- 
basic agricultural commodity. And if potatoes are not a nonbasic 
agricultural commodity, I ask what they are. 

Senator Youne. Another section of the law would have to be 
amended which this act does not seek to do. 

Senator Anperson. I understood that under the Steagall legisla- 
tion we were all through with this. 

Senator Younes. But there was a further enactment after the Stea- 
gall amendment. 

Senator Anperson. When we got through with the Steagall legis- 
lation, 2 years after the proclamation of the emergency had expired, 
we found that a couple of little words had been written in another bill 
which extended it a third year. So I am just saying I think that Mr. 
Kline paid very short attention to what I think is a very important 
bill. I know that he covered it in the length of his statement and per- 
haps I should not say that, but I do want you to feel that there are 
some of us who had our fingers pretty well burned with the Steagall 
legislation. 

The Cuatrman. I believe that he discussed it quite a lot by dis- 
cussing the first bill which was somewhat analogous to it, as he stated 
at the beginning of the statement. 

Mr. Kuine. Yes, Mr. Chairman. I should like, however, to make 
an additional statement with regard to it, especially in the light of 
Senator Anderson’s comments which might be construed to mean that 
we did not think that this was an important piece of legislation. 

We do think it is an important piece of legislation. We do think 
it should be defeated. 

Much of the reasoning which has come to me on this sort of propo- 
sition involves the reasoning that because we did it in 1942, we 
ought to do it again. We did it then. It did not work so badly. You 
supported it then. Why do you not support it now? 

‘ e have had that put up to us. 


As a matter of fact, we did not know all of the difficulties arising 
out of it in 1942 that we know now. 
But the basic difficulty in this thing is that the ‘4 =e" reason 


from analogy. They say that in 1942 we did this. Even if it was 
appropriate then it is not necessarily now, because the two periods are 
not analogous at all. 

In 1942 we were in the war. Now we are not. 
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We had currently been going through a long period of inflation. 
Then we had not. 

We were then preparing to —8 approximately one-half of the 
total production of the United States in a war we were already in. 
Now we are not. 

As I read the rules of logic, when someone reasons from analogy, if 
you can point out one basic difference, the argument is greatly weak- 
ened, when you point out two, it is worthless. 

What I think we have to do is to get right down to 1952 and forget 
the analogy and decide whether this is wise now. 

It is for that reason, Senator Anderson, that the arguments we 
have put forward to S. 2996 do apply to S. 450. 

Senator Youne. I would like to say, Mr. Chairman, that I have 
advised with our legal counsel and he tells me that potatoes are 
not included in this legislation. 

Mr. Kune. They change their minds, too, sometimes. 

Senator Youne. That is our best authority which we have to go by 
in drafting legislation here. 

Senator Arken. However, the Secretary under existing authority 
has the right to establish 90 percent or any level which the OPS will 
permit for any commodity other than potatoes. 

Senator Youne. That is right. 

Senator Humpurey. Under section 402. 

Senator Arken. OPS must assume full responsibility for any short- 
ages of potatoes which may exist next alt trices it is a gambler’s 
crop. 

Mr. Kuve. They put a ceiling on it. 

Senator ArkeN. With a ceiling set at what is considered a fair price 
by OPS no one is going to puinibte on over-planting potatoes. 


8. 2115 


Mr. Kune. S. 2115 would make permanent the dual parity standard 
which is scheduled to be terminated December 31, 1953. This double 
standard was adopted by the conference committee which worked 
out the differences between the House and Senate versions of the 
Agricultural Act of 1949. We were opposed to this provision of law 
when it was adopted because we were convinced that it was unsound 
and contrary to the long-run interests of farm people. Our opposition 
has been reiterated by the action of elected voting delegates from our 
member States at each of the annual meetings we have held since the 
1949 Act was passed. 

The modernized parity formula, which is now in effect for most 
farm commodities, was developed to overcome what unquestionably 
were serious shortcomings in the old formula. When the parity 
formula was first adopted, the 5 years, 1909-14, were made the base 
period. Congress subsequently approved the use of later base periods 
for a number of esenanoaitien and in some cases, specifically directed 
the use of a later base period. By 1941 serious problems were arising 
from the use of this approach and there was recognition of the fact 
that the use of different base periods for the various commodities 
tended to make the parity concept vulnerable to attack. As a result, 
many farmers were beginning to urge that the formula be revised or 
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modernized. When it adopted the Steagall price-support amendment 
to the Agricultural Adjustment Act of 1941, Congress recognized 
that problems were arising out of the use of the old formula by pro- 
viding for the use of “comparable prices” for any nonbasic com- 
modity if the production or consumption of such commodity had “so 
changed in extent or character since the base period as to result in 
a price out of line with parity prices for basic commodities.” 

Although this provision contined the use of “comparable prices” 
to the nonbasic commodities, it was a legislative recognition of the 
fundamental fact that the nature of agricultural ieetnitiek is con- 
stantly changing with the result that the price relationships which 
prevailed among the various agricultural commodities in a esd, bane 
period soon became out of date. 

When demands for a revision of the parity formula reappeared 
after the war, the American Farm Bureau Federation, other agricul- 
tural organizations, and the Department of Agriculture undertook 
extensive studies of the problem. When the Department of Agricul- 
ture presented its recommendations on long-range agricultural pro- 
grams before the House Committee on Agriculture and a subcom- 
mittee of the Senate Committee on Agriculture and Forestry in Oc- 
tober 1947 it recommended adoption of a modernized parity formula. 
At its 1947 convention, the AFBF took a similar position. We 
knew then, as we know now, that the formula had to be modernized 
if we were to maintain support for it. 

The recommendations contained in our 1947 resolution on parity 
were incorporated in the parity formula provisions of the Agricul- 
tural Act of 1948 and reenacted, with some modifications, in the 
Agricultural Act of 1949. In addition to giving the basic commod- 


ities the aye of using the higher of the new or old formulas for 
t 


4 years, the 1949 act modified the 1948 formula by requiring that hired 
labor be given a weight in the parity index. Both of these modifica- 
tions had the effect of raising parity prices above the level that would 
have prevailed under the 1948 act. 

Cotton, corn, wheat, and peanuts are the only commodities which 
have continued to use the old formula under the dual parity provision. 
The old and new formula parity prices for these commodities are 
compared in the following table: 


Parity price as of Mar. 15, 1952 


| lu Percentage 
: } Modernized | drop to shift 
Commodity | Old formula | parity to modern- 


| ized parity 


Percent 
Cotton, per pound...............-- eatiameneniad $0. 3447 | $0. 3370 | 
Corn, per bushel... - -- ENS PSE SS ee aS 1.78 «| 1. 63 . 
Wheat, per bushel 7 - oat 2. 46 2.13 13. 
Peanuts, per pound... __---. pacevawsncpeiente - 133 .109 1 








Nore.—American Farm Bureau Federation recommends that no parity price be reduced by more than 
5 percent in any one year during the transition from the old formula to the new, 


As a result, the addition of labor to the parity index and recent 
shifts in price relationships, the difference between the old and new 
parity prices of these commodities is less today than it was when we 
first supported the modernized formula. 
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Senator Youre. And what commodities? 

Mr. Kurxe. This will come along in the next paragraph, Senator 
Young. 

Senator Youne. Very well. 

Mr. Kurxe. Parity prices of cotton have been going up under the 
new formula. For example, on December 15, 1951, the modernized 
parity price of cotton was 32.35 cents per pound, or 5.1 percent less 
than the old parity price of 34.1 cents per pound ; however, on January 
15, 1952, after the base period used in computing modernized parity 
had moved forward 1 year, the modernized parity price of cotton was 
33.58 cents per pound, or only 2.2 percent less than the old parity 
price of 34.35 cents. There is every reason to believe that in the case 
of cotton, the new parity formula price will be higher than the old in 
1953. It thus appears that cotton will shift to the new formula re 
gardless of whether or not the dual parity provision is continued. 

Senator Youne. Was not the Korean war largely responsible for 
cotton going up and the subsequent rise in parity itself? Now that 
the prices have declined again, will not the spread probably increase 
again in place of decrease ? 

Mr. Kurnr. Well, this is a matter of trying to judge demand ahead 
of time. We have stated our judgment here that in the next year 
probably the new parity will be higher because we have another year’s 
figure each year. 

Termination of the dual parity provision will mean some reduc- 
tion in the parity prices of corn, wheat, and peanuts, but the issue 
involved is far more fundamental than whether or not the prospective 
reductions are going to be allowed to take place in the parity prices 
of these commodities. As was indicated earlier in this statement the 
real question is whether we are going to use the parity formula and 
the price-support program to protect farmers against unreasonable 
price declines, or are going to resort to Government price fixing by 
setting parity prices and price supports at the highest levels that may 
be politically possible. 

The dual parity provision is completely indefensible. For years 
we have been trying to convince the general public that parity is a 
fair and reasonable concept. How can we make a case that parity 
prices are fair and reasonable if they are to be determined by taking 
the higher of the prices obtained by using two or more different 
formulas ? 

The dual parity formula provides special treatment for the basic 
commodities and thereby opens the door for producers of other com- 
modities to demand special treatment. 

Senator Youne. Is it not true that the three major commodities in 
which the Government is asking for increased production happen to 
be basics: cotton, wheat, and corn? Would that not put them in a 
little bit different category than some other commodities ? 

Mr. Kune. They are different regardless of whether you put them 
there or not. They are different on the basis of acres involved, except 
grassland, which compares with the number of acres involved in these 
three. 

This also, of course, increases the difficulties arising if you get into 
a rigid and unmanageable situation with regard to demand. Let us 
say that you cut the tobacco acreage 25 percent. You would only 
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take out a few acres by comparison. When you deal with cotton, you 
deal with 25 or 26 million acres. When you deal with corn you deal 
with 80 million. When you deal with wheat you deal with almost 80 
million acres. 

Senator Younc. Would the American Farm Bureau Federation 
compromise by postponing the time when the new parity formula 
would go into effect, at least for the emergency period ? 

Mr, Kune. We compromised, but we did not do it willingly, when 
we let it take 4 years to adjust, and then we put in the transitional 
parity. 

The compromise we are prepared to make—this is not really a com- 
promise, just one of recognizing that you do not want to disturb 
dramatically the support pricé in a commodity after it has become 
built into the situation—is the transitional parity proposition. This 
provides that in case of a commodity whose parity price would drop 
under the new 10-year moving average, the drop should be contained 
within 5 percent per year. That gives an adjustment period. 

Senator Youne. You would recommend that that 5 percent pro- 
vision apply from here on out, I mean, after 1953 on the aie, then ¢ 

Mr. Kurne. Yes, but it would not provide for from here on out, 
because it would soon run itself out and you would have a definition 
of P stir 

Senator Youne. Thank you. 

Mr. Kune. In time, this could result in a hodgepodge of different 
formulas for individual commodities. Farmers can defend a sound 
price-support program, but with this approach, we would endanger 
our entire price-support program. 

It is not necessary to continue the dual parity formula in order 
to safeguard the producers of individual commodities against hard- 
ship. Subsection 301 (a) (1) (F) of the Agricultural Adjustment 
Act of 1938, as amended by the Agricultural Acts of 1948 and 1949, 
provides an administrative remedy for any group of producers that 
can make a case that the parity price of their commodity is seriously 
out of line with the parity price of any commodity— 
appears to be seriously out of line with the parity prices of other agricultural 
commodities, the Secretary may, and upon the request of a substantial num- 
ber of interested producers, shall hold public hearings to determine the proper 
relationship of such commodity and the parity prices of other agricultural 
commodities. 

Senator Young. Is it your understanding that that applies to parity 
or to the price support itself? 

Mr. Kure. It applies to the definition of parity prices. 

Senator Arxen. To both. 

Senator Youne. To both? 

Mr. Kune. After defining parity prices, it applies to support. 

Senator Arken. It would subsequently apply to the support level. 
I think the wording in the bill applies to the parity formula. 

Mr. Kune. Yes, the bill is based on parity. This provides adequate 
recourse for affected producers. 

Senator A1rxen. Does the Farm Bureau still recommend no parity 
be reduced by no more than 5 percent in any one year during the 
transition from the old to the new ¢ 


98792—52——_14 
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Mr. Kuine. Yes. It is prepared to recommend an extension of the 
transitional provision of the act of 1949 subsequent to 1953, 

Senater Arken. That was a question I raised yesterday, whether 
that might not be a reasonable solution. 

Mr. Kutve. It is not necessary to continue the dual parity formula 
in order to avoid a sharp reduction in the parity prices of the affected 
commodities. The Agricultural Acts of 1948 iad 1949 contain a tran- 


sitional provision which was intended to prevent any commodity from 
having its parity price reduced more than 5 percent in any one year 
by the operation of the modernized formula. In the case of the basic 
commodities, this transitional formula has been nullified by the in- 
tervention of the dual parity provision. We will support the legis- 
lation necessary to give the basic crops the full benefit of the transi- 
tional principle at the expiration of the dual parity provision. 


SUMMARY 


The problem of achieving and maintaining a sound national farm 
wolicy is vastly different today from what it was 15 to 20 years ago. 
In the 1930's our major problem was to create understanding of the 
farmer’s need for the protection that can be provided by a sound na- 
tional program. It is unfortunate that some of those who profess the 
greatest interest in the farmer’s welfare are promoting recommenda- 
tions which threaten to destroy all farm price-support programs by 
making them completely indefensible. 

The ultimate end of this road might well be to deprive farmers of 
all price protection at a time when they most need a sound program. 
This committee has a great responsibility to the farmers and con- 
sumers of the Nation. We are confident that it is the desire of this 
committee to maintain and strengthen the present farm program and 
not to destroy it by the adoption of unsound measures. 

There follows an we hess in which are illustrations with regard 
to the effect of price control on production. TI should like very much, 
Mr. Chairman, to mention some of those. 

The Cuamman. This will be placed in the record at this point of 
your remarks. 

(The appendix above referred to is as follows:) 


APPENDIX 


EXAMPLES OF DETRIMENTAL EFrects oF PRick CEILINGS (FIxEp PRICES) ON Pro- 
DUCTION AND DISTRIBUTION 


Price controls are definitely having an adverse effect on the production and 
distribution of agricultural commodities such as soybean meal, potatoes, hogs, 
cottonseed meal, processed apples, etc. 


SOYBEAN MEAL 


The case of price ceilings on soybean meal clearly brings out two points 
against price control. First, it forces both maldistribution and nondistribution; 
and second, when finally a part of the millions of facts that are from minute tw 
minute given effect in the market place become known by the central controllers, 
they cannot act because it is not politically expedient to do so. 

A ceiling of $74 per ton was placed on soybean meal. When this ceiling was 
set, soybean oil (the second of the two products obtained from soybeans) was 21 
to 22 cents per pound. In June of 1951 oil prices began to slump badly. The 
1514-million-bale cotton crop that was materializing in the South meant that the 
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market would be flooded with combined production of soybean and cottonseed 
oil—an edible oil widely interchangeable as to use with soybean oil. Soybean 
oil got so low in price that $74 soybean meal and 10%4-cent oil would not reflect 
to soybean farmers the 90-percent support price for soybeans. 

The law in effect says that the OPS isn’t allowed to keep a ceiling on the 
products of commodities produced from agricultural commodities below a price 
that will reflect 100 percent of parity. Yet, when the main facts were known 
OPS didn’t act. By not permitting the reflection of parity, the price of soybeans 
is being beaten down to the farmer which will induce many farmers to shift their 
land to the production of corn. At first glance this would seem desirable in 
view of the tight feed situation in relation to livestock numbers. However, to 
obtain the maximum feed value from corn or any other carbohydrate you need 
a balanced amount of protein feed. Lowering the protein feed supply will mean 
getting less feed value out of the carbohydrates. The net result will be less 
poultry, dairy, and other livestock products. The situation was that with low 
market oil prices and a vise on the price of strongly needed meal, soybean 
processors would lose money on every bushel of beans they crushed. Some 
crushers couldn't afford to buy beans, and started trying to find ways of doing 
business without losing money. Feed mixers and straight soybean meal users 
couldn’t get straight meal. They could get soybean meal mixes with traces of 
salt, ground limestone, and corn meal added at as high as $105 per ton. OPS 
approved the mixes at the new high price but refused to remove ceilings on 
straight soybean meal, even though that was what most of the users wanted. 
OPS had to hold the line. OPS also approved toll crushing which was dis- 
criminatory and caused maldistribution. 

Soybean meal price ceilings had been set in line with the feed value of corn 
and if you broke the line on soybean meal you would have to break the line on 
corn. By fall it was clear that the corn crop was going to be both short and soft, 
and if prices went up above parity the plan was to put a ceiling on corn. Poultry- 
men, dairymen, and other livestock producers prefer to pay a few dollars more 
for straight soybean meal than to pay $31 more for adulterated soybean meal 
mixes. OPS has refused to act, although the facts have been presented to them 
time and time again from different parts of the country. If they decontrolled 
soybean meal, they would not be able to control corn; if they couldn’t control 
corn, they would have to decontrol meat, and if they decontrolled meat everyone 
would know the facts—price control is unsound. 


POTATOES 


After more than 2 years of prices much below parity, OPS issued ceiling prices 
on January 5, 1952, just 7 days after the Department of Agriculture estimated 
that the farm price had reached 105 percent of parity. Up to that time, growers 
had not received parity prices for any of the 1951 crop and much of it had been 
sold at an actual loss compared with cost of production. In September 1951, the 
price was 68 percent of parity; for the month of October, 76 percent ; November, 
5 percent. Farmers have been deprived of the American market and forced to 
take less than parity for their crop. The result is that this year the report of 
“Farmers Intentions To Plant” shows that they will not plant the acreage the 
USDA thinks is necessary to produce enough potatoes to meet demand. Demand 
is high—yet, plantings now in prospect are smaller than for any year since 1867. 
Many markets throughout the country have been out of potatoes. Canada doesn’t 
have price control. Normally, Canada ships potatoes to the United States. Over 
a million bushels of Maine potatoes are being shipped to Canada this year. The 
reason is clear—Canada is paying from $7 to $8.15 per 165-pound barrel compared 
to ceilings in United States that reflect $5.25 to $5.50 per barrel. For the first 
time that many can remember, we are importing shiploads of potatoes from 
Spain. 

Some interesting occurrences have developed under OPS potato-price regula- 
tions, Potatoes are now moving from Maine to California, Oregon, and Wash- 
ington, 

The ceiling prices as established permit the inclusion of as much as $2.29 per 
hundredweight for transportation for Maine potatoes moving to the west coast, 
although the freight rate from the Pacific Northwest and Idaho, the normal 
sources of supply, is about 85 cents per hundredweight. Therefore, excess freight 
of $1.44 per hundredweight is being paid for the Maine potatoes. 

OPS regulations permit percentage mark-ups to the retailer of from 30 to 35 
percent on bulk sales and from 20 to 23 percent on package sales based upon the 
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delivered cost of the potatoes. The effect of this regulation is to encourage un- 
needed freight charges of $1.44 per hundredweight plus a mark-up of from 20) 
to 35 percent on such unnecessary transportation. Thus about 2 cents per pound 
of extra distribution costs are being incurred compared to normal. 

Therefore the ceiling regulations are actually costing consumers of potatoes on 
the west coast 1.9 cents per pound for unnecessary transportation expense from 
eastern sources of supply. 


COTTONSEED MEAL 


Under the 1951 cottonseed price-support program large quantities of cotton- 
seed meal have been turned over to the Commodity Credit Corporation in Cali- 
fornia and Arizona. One of the important reasons for large amounts of cotton- 
seed products being taken over by the CCC in the far West is the relatively low 
price for cottonseed cake and meal which prevails in Arizona and California. 
Price ceilings for cake and meal in these two States were established in De- 
cember 1950 aud January 1951, when the west coast was in a surplus position 
with respect to protein meal. 

The San Francisco price in January 1952 averaged $76.20 per ton compared to 
$94.90 per ton at north Texas mills and $83.50 at Memphis, Tenn. The price in 
San Francisco was $7.30 per ton under the Memphis price in January this year, 
but for the 3 years, 1948-50, average prices for the period January-March showed 
a premium for San Francisco over Memphis of $11.06 per ton. The compara- 
tively low prices allowed under ceiling prices in west-coast areas has adversely 
affected the distribution of cottonseed meal. The combined effect of the price- 
support program and the ceiling price on cottonseed meal has operated to lock 
up cottonseed in the hands of the Government. 


PROCESSED APPLES 


The effect of the ceiling formula established for processed apples such as 
slices, sauce, and juice, allowed the grower a price of about 1.3 cents per pound 
for his apples in October. At the time the ceiling was established parity for 
apples for processing was 3.5 cents per pound and for fresh sale was 6 cents per 
pound. The apples might been identical, but used for different purposes. Ob- 
viously, these ceilings did not comply with the law, caused heavy losses to pro- 
ducers, and finally stopped the processing of apples. 

The price received by growers for the half of the crop normally processed was 
held at levels below cost of production. 


CATTLE 


Declining prices and increasing costs have created an unprofitable situation 
for livestock feeders. 

In September 1951 choice 500- to 800-pound feeder steers cost the farmer an 
average of $37.40 per hundredweight at Kansas City. For the week ending 
March 8, 1952, 900- to 1,100-pound slaughter steers at the same market sold for 
$34.10 per hundredweight if Choice and for $36.70 per hundredweight if Prime. 
With corn costing $1.66 per bushel United States average farm price in Febru- 
ary, as compared to $1.50 per bushel in September, the feeders who bought cattle 
last fall are in a squeeze. 

Although cattle feeders are losing money, they can, at least, be thankful that 
they are not feeding lambs. 


LAMBS 


Good and Choice feeder lambs cost an average of $32.50 per hundredweight 
at Omaha last September. The average price of Choice and Prime fat lambs 
at the same market for the week ending March 8 was $26.40 per hundredweight 
Although wholesale lamb prices are far below OPS ceilings, that agency is con- 
tinuing to interfere with the distribution of dressed lamb by enforcing restrictive 
cutting regulations which prevent the trade from cutting lamb so as to give the 
product the greatest amount of consumer appeal in the various markets, A\l- 
though the most restrictive of these regulations—which prevented packers from 
increasing the percentage of lamb sold as cuts rather than as carcasses over 4 
base period when the total production of lamb was much staller—has been ten- 
porarily suspended, regulations prescribing the manner in which carcasses may 
be cut up are still in effect. This results in such wasteful practices as the ship- 
ping of stew meat to areas where there is little or no consumer interest in lam) 
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stew. This denies lamb feeders and the meat trade free access to the market 
demand for their product, and reduces the supply of some lamb cuts in markets 
where such cuts are in demand. 

OPS regulations specifying the manner in which meat must be cut are also 
restricting the ability of the trade to merchandise other meats. Other industries 
can bring out new models of their products to attract customers, but the meat 
trade cannot cut meat the way it did before controls were imposed or change 
its methods to meet changes in conditions. Farmers have been forced to take 
canner and cutter prices for more valuable Commercial-grade cows because of 
unrealistic OPS cutting regulations which force packers to sell such beef on a 


careass basis. 

Meat packing is a disassembly process, and the demand for the different cuts 
varies from market to market and from time to time. We cannot have efficient 
meat distribution unless the trade is free to cut meat so as to offer consumers 
what they most want to buy. 


HOGS 


Wholesale pork prices are far below OPS ceilings and have been for months. 
Hog prices averaged only 80 percent of parity in February. The hog-corn ratio 
(the number of bushels of corn that could be purchased with the price of 100 
pounds of live hogs) was only 10.7 in the north-central region in February in 
comparison with a 1931-50 average of 13.6. 

The present unprofitable price of hogs would be less of a burden from the 
producers’ standpoint if OPS had not depressed the price of hogs last summer 
below normal seasonal levels and below legal limits. This has discouraged 
many hog producers and is a major cause of the sharp reduction in the number 
of sows bred for spring farrow. 

Presumably, the Government is interested in the maintenance of an adequate 
production of meat and the efficient distribution of meat products to consumers, 
Neither objective can be achieved if OPS controls are allowed to continue in 
effect. 

Mr. Kune. If there are questions with regard to them I should like 
very much to have some of these State farm bureau federation presi- 
dents who are here to discuss them. I should like to ask the privilege, 
also, for them to make a very brief oral statement to the committee, 
if you will permit it. 

The Carman. | wonder if there is anything else that you can 
add to the case that will not be duplication ? 

Mr. Kure. There is a great deal. 

Senator Anperson. Before he does that, may I say that I think 
that the Senator from North Dakota is right about potatoes not being 
in here. There is a letter from the Secretary of Agriculture saying 
that potatoes are included in this section, too, and he must have sub- 
mitted that to his legal department. They were named in the sec- 
tion. Then a provision is written that they are not included unless 
they have marketing quotas. There is no legislation for marketing 
quotas, and therefore I felt that Irish potatoes had to be out, but I have 
learned early not to argue with lawyers about it. I am willing to take 
the opinion of the legal department that they are out. 

Sweet potatoes, of course, would be back in, but Irish potatoes are 
apparently out. 

Senator Arken. In the event of war there is no crop on which an 
increase could be made more quickly or which would be more needed 
than potatoes. 

The Cuarrman. Are there any further questions? 

Senator Ture. In the appendix, in the first paragraph is the state- 
ment : 

Price controls are definitely having an adverse effect on the production and 
distribution of agricultural commodities such as soybean meal, potatoes, hogs, 
cottonseed meal, processed apples, etc. 
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In view of the drastic low price on pork, I would like to have some 
explanation from either Mr. Kline or those who are accompanying hiin 
as State presidents on that question, because it does mention hogs and 
we know that we are in distress as far as the agricultural economy is 
concerned in hog production or pork. 

Mr. Kurxe. Do you want to ask the question specifically with regard 
to hogs ¢ 

Senator Ture. How does the present price control affect the price 
of hogs? Let us put it that way, because you have it in the appendix 
here. 

Mr. Kutne. You asked a question which it is probably my job to 
answer, rather than one of the State presidents. 

Senator Ture. I directed it at you. You did make mention of the 
other State presidents as being here who might be called on for an 
explanation of the matter in the appendix. 

Mr. Kutnr. A good many people know that I raise pigs. 

Senator Ture. That is one of our major phases of our agricultural 
economy. 

Mr. Kurne. A very high percentage of our meat supply and also 
it affects the price of all grain including wheat, because the land is 
Satetenminselins from wheat to oats and corn and so forth. And it uses 
some 40 percent or such matter of the corn supply of the whole coun- 
try. Soit isa dramatically important product. 

Price controls were improved a year ago last January. The price 
ceiling on pork was below that set in the law, but presumably was a 
seasonal season ceiling. However, it was not changed in August. 

There were cuts of pork which were on the ceiling all of the time. 

The price was held down in August. 

On September 25 the wholesale pork price order, consisting of 
about 1814 pages, 3 columns of fine print, with regard to what a man 
could do, came out. This pork price order had on its first page a 
statement to the effect that consideration would be given to the advis- 
ability of lowering the ceiling on pork as the prices of hogs declined. 

It further stated the opinion that hog prices would decline. This is 
hardly the sort of thing which encourages production. 

The prices of hogs did decline. The corn-hog ratio has been far 
below the level at which we get stable hog production for a good many 
months. 

We still have this threat of ceilings. 

Had hogs been higher last fall the fellow who loses money on hogs in 
March would not feel so badly about it. He would think that he had, 
as always, the same chance to adjust production to effective demand. 

The corn-hog ratio has stayed at an unprofitable level for an almost 
unprecedented time, and at an amprenidented time of year. About 
6 weeks ago my older boy, who operates the farm, called me and said 
that he thought we ought to sell these hogs. 

I said, “Bob, you cannot sell these hogs. They have not gone up 
yet.” 

Senator Tuyr. You should have followed your son’s advice. 

Mr. Kune. That is the truth. I said to him, “Do not look at the 
paper every day. Do not listen to the radio every day. Just look 
every 2 weeks. These hogs will go up.” 
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We sold them week before last. We are going to take a long time 
to restore confidence, in my judgment. 

Senator Tuyr. What did you get? 

Mr. Kune. A lot less than we could have. Heavy hogs were cut 
dramatically. 

Senator Ture. You possibly got around 15 cents. 

Mr. Kuine. We got from 14 to 16.80, because some were heavy. 

Senator Tuyr. Some of the lighter ones went at 16.80, I suppose, 
and those around 300 went at about 14? 

If I may interrupt further, a year ago every request that came to 
the producer was to increase your pork production because of the 
inflationary prices in meat. The producer went out and did his 
utmost night and day to get the pork production. He got the pork 
production. He gave the consumers what they were asking for, or 
rather, the Department of Agriculture what it was asking for. He 
has gone down every single month in his income from pork. 

And many and many of the young fellows without the cash reserves 
that you and your sons have—— 

Mr. Kure. That is just a supposition. 

Senator Thre. Are not able to pay their operating expenses in the 
care of the hogs. We are just cleaning out the young man who went 
into farming in the last 5 or 6 years or at least we are setting him back 
drastically. 

Mr. Kurnr. Let me say again that I think that the outlook for meat, 
if we can have access to the demand, is good. 

So far as we are concerned we are not reducing production. 

Here is another thing that came along about the second week in 
February. I read it rather carefully. It interested me. All I have 
seen is the news item. It said that there was a ceiling on all restau- 
rant prices. It explained further that the restaurateur had to have 
his menus changed around, and that he had to be sure that his prices 
were not higher than his prices were at that date, that he must continue 
to serve as much on each serving of each thing as he had on the menu 
at that time; that if after he had gone along with this thing and 
discovered that he was not doing a reasonable business on the basis 
of his costs, he could then have recourse in making a request for an 
adjustment in prices. 

Now the trouble with this is that from the hog producer's stand- 
point these hogs were very low in price at that time. The restau- 
rateur who had roast loin of pork on his menu, losing money on the 
thing, would have to make an application before he could raise it. 

I somehow felt a little unhappy about that situation, because I 
think the country needs pork. 

In addition to that I am afraid that a year from now the country 
is going to say to us, “Why did you not produce pork? We need it. 
What kind of a selfish person is the farmer after all?” 

Some people seem to think that the farmers can live on losses and 
enjoy them. I do enjoy the company of pigs, but not that much. 

There is a great deal of risk Lavalved in the business that those 
not in it do not understand. 

We may have oversold hogs. 

Senator Ture. That is right. 
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Mr. Kuinp. I believe that we can have a good crop of pigs this 
summer. It could be, of course, that if we have a very short crop of 
feed that we will all be happy about this whole situation. But then 
we are not going to be all happy about the whole situation, because 
pork will be high and scarce. That is not what we want. 

What we want is adequate production. 

I believe that hogs will bump the ceiling next fall, but I do not 
think it is a very wise thing for them to have to bump the ceiling. 
It would have been much better if last summer we had not had ceilings 
in effect; if we had encouraged production and kept it up. 

Senator Humpnrey. I am very deeply concerned about the question 

that Senator Thye is putting to you. It surely is a basic question. | 
do not get the relevancy between OPS and the ceiling prices that 
they have on pork and pork production. The ceilings are way above 
what the pork market is. There is enough leeway in there in terms of 
orices. 
; Mr, Kune. The fact of the matter is that you get a psychology in 
this thing. The brood sows would not go to market anywhere near 
as fast if, last August, the ceilings had not restrained the hog market. 
You see, we in agriculture do not deal on level prices. 

Senator Humpnrey. I understand that. 

Mr. Kure. This is a price-fixing thing. If you did pretty wel! 
last August you are not so scared in March, but if you did not do so 


well in August and you are threatened with the same sort of proce- 
dure next August, and you read this philosophy on the front page of 
the September 25 wholesale pork price order and you discover that 
the current hog ratio is bad, with nothing to take care of the risk, you 
sell your brood sows and decide to let the Government have the corn. 


Senator Humpnrey. Did every farmer read that 18-page order? 

Mr. Kurve. You would be surprised how much they read. 

Senator Humrpurey. I am not unfamiliar with them, may I say? | 
did not fall in from Mars. I just want to know. 

Mr. Kune. The answer is, “No.” Of course, every farmer did not 
read it. 

Senator Humpurey. I also want to know what is the difference 
between the market price of pork and the OPS ceiling price as of last 
August and as of now? 

Mr. Kune. Well, the wholesale pork price order has not to my 
knowledge been changed since the 25th day of September. 

Senator Arken. In effect, does not the OPS when it says that it 
will fix the ceiling of 100 percent of parity for that period of the 
year when the commodity is scarcest then guarantee to each farmer 
that he never can hope to obtain parity as a year-around price? 

As I say, you simply cannot advocate 100-percent ceiling and a 
100-percent support at the same time. They are wholly inconsistent. 

Senator Young proposes to guarantee 100-percent support at all 
times. 

Senator Youna. Not my bill. 

The Cuatrman. Senator Kerr’s bill. 

Senator Arken. Pardon me. And the OPS says to the farmers, 
“You can never have 100 percent. You can have 100 percent during 
that period of the year when your commodity is scarce and high. The 
rest of the year you take a licking.” 
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Mr. Kurne. I would like to say with regard to this business that 
the hog producers are not coming in and demanding a price support 
in spite of the fact that this price situation is not good, but they do 
resent the fact that they were prevented from getting the prices which 
the consumer was willing to pay on the market last summer when we 
had the good cuts of pork hitting the ceiling. And they would like to 
look forward to being able to produce the necessary hogs for this 
country without the interferences that they have under the present 
price situation. In other words, we are still going to try to see if we 
cannot throw out title [V and title V and let the American system work 
in this extended period of defense. 

That is, what I hope will be an extended period of defense, because 
we do not want to get into a third world war. 

Senator Ture. The present OPS regulation as it affects pork has 
without a question driven some brood sows to the market, and they 
are not bred to farrow in the early fall which would assure the con- 
sumer an adequate supply of pork in the coming fall market, but 
more especially in the early market of 1953. 

It takes about 6 to 8 months to grow that sow or that pig into a 
brood sow to be bred. And it takes another 3 months or more before 
that sow will farrow. In other words, 3 months, 3 weeks, and 3 days 
would be the time from the time that she was bred until they farrowed 
a litter of pigs. 

At the present time the producer is not breeding the sows for fall 
farrow, as I gathered from out across the countryside. That means 
that we are going to be possibly faced with a shortage of meat supply 
in 1953 or earlier than 1953. 

Senator Humpnrey. I am only asking as a point of information. 
What you are saying is true. You know it as well as any man in 
the Congress. But I just do not see how this relates directly to the 
price ceiling. They are selling off the hogs simply because the price 
of pork is low. It is way below what the ceiling price is. If you 
could ever get the price up to the ceiling price there would be quite 
a lot of money being made in pork. 

Senator Arken. It is a human weakness. 

Senator Humpurey. I understand why they are doing it. I can 
understand people being opposed to price controls, but why do we 
bring in an argument now to say that the reason pork prices are bad 
is because OPS ceilings are to blame, when you and I know if they 
got the pork prices up to the ceiling, they would have a pretty good 
price. 

Mr. Kurne. In case this is intended to quote me, I did not say that 
pork prices were lousy because of ceilings. 

Senator Humpnrey. What did you say, then? 

Mr. Kurnr. I said that a probable shortage of pork next year would 
result from the ceiling prices. 

Senator Humpnrey. Why js there going to be a shortage of pork? 

Mr. Kurnez. Because they@re selling brood sows. 

Senator Humenrey. Why are they selling them ? 

Mr. Kurne. They are selling them because they do not have con- 
fidence in the outlook. 

Senator Humrurey. Why do they not have confidence in the out- 


look? 
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Mr. Kurtne. Because of OPS. 

Senator Humpurey. It gets right back to what I was talking about, 
and it took four questions. 

Mr. Kune. I am sorry, Mr. Senator, but it does not. 

Senator Humpurey. Tt may not, but I think if you look at the 
record the evidence would be quite replete now. 

Mr. Kutne. Maybe we had better see if we understand each other, 
I understood you to say that you wanted to.know why it was that the 
current price of hogs was a result of the OPS activity: 

Senator Humpnurey. That is right. And you gave me the answer. 
You said that there was a lack of confidence. And I asked why a lack 
of confidence, ae you said because of OPS. 

Mr. Kune. I am very sorry again, Senator. We were talking with 
respect to my statement about the supply of hogs. 

Senator Humrnrey. Why will there be a lower supply of hogs next 
winter ? 

Mr. Kune. Okay. 

Senator Hu Rear Why? 

Mr. Kune. What are you going to get to? 

Senator Humrnrey. Why will “there be a lower supply ? 

Mr. Kuine. Because the farmer does not have a real confidence in 
the outlook. 

Senator Humrurey. Why does he not have a real confidence in the 
outlook ? 

Mr. Kurne. Because of the OPS activity last August. 

The Cuatrman. That is right; because of price controls. Let us be 
fair about it. 

Mr. Kutne. The price control and the prices are two different things. 

Senator Humrpurey. That is exactly what I am saying. 

Mr. Kurne. I'll be happy to read the record. 

Senator Ture. I believe that the price support did have this ten- 
dency, that it put certain cuts at certain levels. 

Mr. Kune. That is right. 

Senator Tnyr. And they did not permit the retailer to sell the cuts 
that were moving slowly. They could have changed the price on those 
cuts and moved those cuts that were moving slowly, but they had put 
a rigid, positive price structure over all cuts, and when they were com- 
pelled to live within that regulation they had certain cuts that did not 
move, and it had an effect of depressing the market. 

I believe that if we went into that and made a thorough study and 
found out how the regulation imposed certain price ceilings on certain 
cuts, you would soon find the answer. 

Mr. Chairman, we could not go into that detail here without spend 
ing hours on it. It has been my observation that they fixed price ceil- 
ings on certain cuts which had its influence over the entire pork 
market. 

Mr. Kurve. I think, Mr. Chairman, that we do not need to argue it 
I think it is common knowledge, exactly what you have said. 

Senator Ture. Time will not per mit us to go into that. That really 
comes under the Banking and Currency Committee which is consid- 
ering extension of the Defense Production Act. 

The Cuatrman. That is correct. 

Are there any further questions ? 
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I notice that we have the pleasure of having Senators Mundt and 
Hickenlooper with us. We are very glad to own them. Have you 
any questions that you would like to ask ? 

nator Munpr. I believe not. 

Senator Hickenvoorer. No. 

The Cuarrman. I understand that you have several of your presi- 
dents of State organizations here today who would like to have a 
few minutes each ? 

Mr. Kurxe. I would appreciate that very much, sir. 

The CuHarmman. We will limit them to about 2 minutes each, if 
they desire, with the privilege of extending their remarks in the record 
later. 

Mr. Kune. Yes, sir. 

Mr. R. E. Short is vice president of the American Farm Bureau 
Federation, from Arkansas. 

The Cuamman. We are very glad to have you here, and will be 
glad to hear from you, Mr. Short. 


STATEMENT OF R. E. SHORT, VICE PRESIDENT, AMERICAN FARM 
BUREAU FEDERATION 


Mr. Suorr. Mr. Chairman and gentlemen, I have just one brief 
statement. I should like to answer a question that was asked a while 
ago. 

Of course the world has marveled at the production capacity of the 
United States. We feel very definitely that the reason has been 
because we have been able to do so both agriculturally and industrially. 
The reason for that production has been the traditional freedom in 
our system that has made it possible. 

The question was asked by one of the Senators about specific coun- 
tries in which food production was going down. 

Serving on the committee of the Foreign Trades Committee to the 
Secretary of Agriculture, we had brought to our attention last year 
the fact that wheat production went down in France. We asked why. 

The Secretary’s comment at that time was that wheat production 
went down approximately 2 million bushels based on their trade 
balances and that it was because the consumers and the Government 
felt that the ceiling price on wheat or bread was costing too much, so 
it lowered the boom. 

It meant a difference of their importing rather than exporting 
wheat. The Government controlled it. 

Argentine is another dramatic example of what might happen if 
we go into an agricultural strait-jacket in this country. Yugoslavia is 
another. In other words, their production in agriculture has been 
reduced dramatically because of governmental interference and 
governmental regulation. 

Senator Youne. That program was one of holding the price down 
in the Argentine. 

Mr. SuHort. That is correct. 

Senator Youne. To the disadvantage of farmers. 

Mr. Suorr. Yes. What assurance have we got that if we adopt 
those same patterns in this country that sometime in the not too 
distant future it may not happen here? We have evidence already 
that it is happening. 
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Senator Youne. You understand that these bills seek to do the 
opposite of what was done in the Argentine. There they held the price 
down tothe farmer. We are trying to increase it. 

Mr. Snort. Of course, the ultimate result of these progranis 
would mean more governmental control of agriculture. And then 
you get lower production, lower real farm incomes, and higher food 
prices to consumers. We have evidence right now of what happens. 

We have 2 million less workers as of February 15, this year, in 
agriculture than we had at the same time last year. 

We already have evidence that the Government is interfering wit) 
the farmers’ effort to replenish that labor supply. They are failing 
to give a group of farmers in the northeast the clearance to move in 
American citizens from Puerto Rico to help fill this void in the supply. 

We already have evidence that the Federal Government, throug) 
Government regulations, is interfering with the replenishment of the 
supply and the production of cotton. 

I can say to the members of this committee that for we farmers 
in the South, who are being asked to produce a large crop of cotton, 
the greatest single determining factor in determining whether or not 
we can accomplish that goal, is an adequate supply of labor. 

We have been in Mexico. We know that it is to the interest of that 
country, in their opinion, for these laborers tocome. They have always 
come. There is nothing that the Mexican Government can do to keep 
them out because of constitutional provisions there. And yet we are 
met with uncertainties, with the possibility of taking severe losses 
through no fault of the employer whatever, through the Mexican con- 
tracts, or the contracts that we are forced to sign that have been pro- 
mulgated primarily by our own Government and with the assistance of 
certain othe: *conomic groups. And we feel that is just an evidence 
of big government in this country that is standing in the way of 
maximum production right now when the world ave maximum pro- 
duction on the farms of the United States. 

I just wanted to add that statement as evidence of what is happening 
here, and can happen, and that anything that would tend toward 
greater Government interference and control of our agricultural pro- 
duction can mean less production as it has in other countries of the 
world. 

The Cuarrman. Thank you. 

Mr. Kune. Next, Mr. Schenck, of the Indiana Farm Bureau. 

The Cuairnman, We are very glad to have you here, Mr. Schenck. 


STATEMENT OF HASSIL E. SCHENCK, PRESIDENT, INDIANA FARM 
BUREAU FEDERATION 


Mr. Scuenck. Mr. Chairman, and members, I will make just a brief 
reference to the first item in the appendix. 

That is on the soybean oil-meal situation. 

At the time the ceilings were fixed, the ceiling was fixed on oil at 
about 21 cents, as I remember it, and on oil meal at $74 a ton. 

I also recall the Defense Production Act provides that no ceiling 
shall be put on any commodity that will reduce the price to the farmer 
below the parity level. 
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Since the ceiling was put on, I do want to state that with the ceilings 
on the prices that were fixed at that time, and with the soybean price 
parity as it was, that the processors could hold their money together 
and make just a reasonable handling processing margin. ; 

Since that time there has been a considerable descent in the price 
of soybean oil. In fact, I think the Wall Street Journal this morning 
showed that yesterday the price was 9 cents a pound. 

That is quite a contrast from the ceiling that was fixed by OPS at 
21 cents a pound. 

At 21 cents a pound they could have sold the soybean oil at $1.89. 
They make approximately 9 pounds of oil out of a bushel of beans, 
and out of that bushel of beans they would have a return of $1.89 
for the oil. Nine cents would mean 81 cents for the oil from a bushel 
of beans. 48 pounds of meal can be made from a bushel, and at $74 
per ton, that is 3.7 cents per pound, and that would net the processor 
$1.77. Totaling those iee-sie can sell the oil and the meal for $2.58, 
That is the oil and the meal from a bushel of soybeans. Minus his 
35 cents cost of processing, that would net him $2.23 for a bushel of 
beans for which, under the law, no ceiling can be fixed that would 
drop the price below parity; the parity price is $2.87. 

at means a loss of 64 cents per bushel. 

Recognizing that corn is a carbohydrate feed, it must be supple- 
mented by proteins. Soybean meal is one of the big sources of pro- 
tein feeds. 

We have been protesting this ceiling. Farmers have done with- 
out soybean meal or resorted to expensive adulterated substitutes. 
Mixers have put in a trace of salt, a trace of mineral, a trace of corn 
meal, and they are selling the soybean meal today at about $105 
a ton with the approval of OPS, as contrasted with the ceiling for 
straight soybean meal, as fixed by the OPS, of $74 a ton. 

We have been pleading, and doing so diligently. 

This situation started about June of last year. There has been 
absolutely nothing done on it to the present time. 

It is a serious situation for the livestock feeders and soybean 
raisers of our Nation, and it places the processor in an impossible po- 
sition. 

The Cuarrman. Thank you very much. 

Mr. Kurvne. Next we have Mr. Roberts of the New Mexico Farm 
and Livestock Bureau. 


STATEMENT OF DELMAR ROBERTS, PRESIDENT, NEW MEXICO 
FARM AND LIVESTOCK BUREAU 


Mr. Ropers. Mr. Chairman and members of the committee, there 
is not much that I can add, except that having sat in on the prepara- 
tion of the statement, I might throw this in: 

I am producing a crop that is now operating under section 402 of 
the 1949 act in American Egyptian cotton. 

We have rather a high support price that has been set by the Sec- 
retary of Agriculture on that particular commodity. It is not get- 
ting the increased acreage that was anticipated. 

he CuarrMan. Why is that? 

Mr. Roserts. There are other factors that come into the picture, 

such as machinery and labor—labor primarily. 
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The labor program is very uncertain. The farmers are reluctant 
to stick their necks out on it unless they have an adequate labor 
supply to harvest the crop. We are operating under that handica). 

The cottonseed meal problem is rather similar to that on soy- 
bean meal. I will not go into it unless there are some questions. 

We have a similar situation with respect to cottonseed meal as 
they have on soybean meal. 

The Cuamman. Thank you. 

Mr. Kurne. Next we have Mr. Voorhees, president of the New Jer- 
sey Farm Bureau Federation. 


STATEMENT OF HERBERT W. VOORHEES, PRESIDENT, NEW JERSEY 
FARM BUREAU FEDERATION 


Mr. Voorneres. Mr. Chairman and members of the committee, I have 
just two points that I want to refer to. It is a repetition to an extent. 

First, the folks in my part of the country have, for a long while, been 
opposed to high-support programs in agriculture. That is generally 
true among the farmers in the Northeast. 

Senator Young. Are you opposed to high tariffs on dairy products? 

Mr. Voornees. I think our position in the American Farm Bureau 
Federation on the tariff question in the Northeast is very clear in the 
record. Weare not. 

Senator Youne. You are not opposed to it ? 

Mr. Vooruers. We are not for these high restrictive tariffs. 

Senator Youne. Not on butterfat, either? 

Mr. Vooruers. We are pretty clear on that. Therefore, we would 
certainly oppose these bills that make it possible to inaugurate pro- 
grams, that is, new programs that would entail the regimentation and 
control which naturally go with high-support programs. 

The other point that I want to mention has already been mentioned, 
and that is the labor situation. 

In the Northeast we have had one of the most successful migrant- 
labor programs that the country has ever experienced, and was so 
stated in the President’s Migrant Labor Commission report. There 
were very complimentary statements about the program which was 
maugurated in our part of the country. 

It seems to be the feeling among the people in the Department of 
Labor that we should no longer continue this, but that this whole 
program should be taken over by the Government. They have thrown 
many road blocks in our way. 

The Cuarrman. When was that? 

Mr. Vooruees. Just the last 2 or 3 months. 

The Cuamman. Have you brought that to the attention of the 
House and the Senate ¢ 

Mr. Voorners. Yes; we have. 

The Cuarrman. I do not recall it. I handled the labor bill. I was 
very much interested in trying to obtain labor from Mexico, but it 
seems that Mexico is making it very difficult for us to contract for it, 
so that I fear that is going to go by the wayside. 

So far as I am personally concerned, I do not intend to try to renew 
the law that is now on the statute books with reference to Mexico 
unless she changes her attitude on the inclusion of so many frills in 
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the contract, whereby it becomes so expensive that the farmers cannot 
possibly pay the additional cost that is entailed. 

Mr. Voorners. Our program is primarily with Puerto Rican 
citizens. 

Mr. Kune. It is a cooperative program. 

Mr. Voornerrs. Yes; it is. It is by the farm organizations. 

Senator Youne. Are the dairy farmers in the New England States 
opposed to the present 90-percent support program on dairy products ¢ 

Mr. Voorners. We are for a flexible program, There are times 
that we want to stimulate the production of a particular commodity. 
Among other things, you naturally raise the support level. 

Senator YounG. Are you opposed to the present 90 percent / 

Mr. Vooruees. We get very little support for it in the dairy indus- 
try in the Northeast. We operate under the Federal Milk Marketing 
orders, and in my particular State we operate under a State price- 
control bill. 

Senator Youne. You are not opposed to the 90-percent support pro- 
gram ¢ 

Mr. Voorures. Not necessarily, if we need to stimulate production. 

Senator Youne. You would be opposed to it on oats which you buy 
from the Midwest, that is, being supported 90 percent of parity ‘ 

Mr. Voorners. If we wanted to stimulate the production, we would 
not be. Unless we want to do that, there is no reason for the high sup- 
port. We support the flexible price-support provisions of the Agri- 
cultural Act of 1949. 

The Cuamman. Thank you very much. 

Are there any further statements ? 

If not, the committee will stand in recess until 2 o’clock this after- 
noon. 

(At 12:30 p. m., the committee recessed until 2 p. m., of the same 
day.) 

(Supplementary statement filed by R. E. Short is as follows:) 

Mr. Chairman, I would like to make one point of clarification regarding the 
attitude of the Mexican Government in regard to their willingness to cooperate 
in making Mexican nationals available for employment in the United States. 

A committee consisting of myself, Mr. Voorhees of New Jersey, Mr. Wilson of 
California, Mr. Roberts of New Mexico, and Mr. C. B. Ray of Vexas was invited 
by the farm organizations of Mexico to meet in Mexico City to discuss the Mexi- 
can labor program. We had no difficulty in reaching agreement upon the mutual 
henefits to be derived by both countries from the movement of their nationals to 
the United States. We agreed that the contract should be on a reasonable and 
practical basis with responsibility upon employee as well as the employer to see 
that contracts were carried out. In arriving at these conclusions, the officials 
of the Mexican Government were in accord with the fundamental principles of 
our position. It was clearly brought out that the problem is not primarily in 
Mexico, but clearly is a problem arising in the United States because of the de- 
sire of the Federal Government to become involved in dictating the detailed 
terms and conditions of employment. 


AFTERNOON SESSION 


(The committee reconvened at 2 p. m.) 

The Cuamman. The committee will be in order, please. 

The next witness is Mr. Holman. Will you give your name in full 
for the record, and identify yourself ¢ 
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STATEMENT OF CHARLES W. HOLMAN, SECRETARY, NATIONAL 
MILK PRODUCERS FEDERATION 


Mr. Hotman. I am Charles W. Holman, secretary of the Nationa! 
Milk Producers Federation, with headquarters at 1731 Eye Street i) 
this city. 

The federation, Mr. Chairman, as I think most of the members of 
the committee know, is a completely farmer-owned and farmer-con- 
trolled national organization. We have 92 voting member organiza- 
tions, who in turn have something like 600 submembers. These or- 
ganizations are very widely distributed over the United States, and 
they are farmer-producers, and reside, and I hope most of them vote, 
in 46 States. The only two States in which we have no active member- 
ship at the present time are New Mexico and Nevada. 

We have none in New Mexico due to a blow-up of an organization 
in Plainview, Tex., which one morning found that there was no butter- 
fat coming into the plant because all the farmers had gone back to 
raising cotton; so they had to shut down the plant until such time as it 
might have been profitable for the producers in that general section 
of Texas to go vod to producing milk and butterfat. 

These organizations, in the course of a normal marketing yeer, 
handle a little over one-fifth of all the milk and cream that is sold in 
commerce off the farms. That is pretty close to 22 million pounds of 
what we call whole milk equivalent, and we estimate that the value of 
that product last year handled was over $1 million. 

That gives you an idea of the representative character of the federa- 
tion. It also has been in existence since 1917 as an incorporated, non- 
trading, representing, and service organization. 


Our purpose today is to Fe our position with — to thie 


three bills which you have under consideration, and I could not hay 
appeared before the committee if it were not for the fact that yesterday 
in Chicago our executive committee took definite policy actions wit) 
regard to the problems before us. 

These bills, S. 450, S. 2115, and S. 2996, are involved in the hearing. 
S. 450 would in effect reinstate the Steagall amendment of World Wa: 
II for nondesignated nonbasic agricultural commodities, and woul: 
require the Secretary of Agriculture, when he found it necessary to 
encourage the expansion of one of the commodities, to announce 4 
support price at 90 percent of parity, to remain in force until 2 years 
after the present emergency is declared ended. 

S. 2115 would amend the Agricultural Act of 1949 by providing 
that the parity price used for basic commodities shall not be less than 
that providec by the formula used prior to the enactment of the 
Agricultural Act of 1949. 

Ihe provisions of these two bills, which would affect most of the 
commodities with which the federation is concerned, are contained 
or have overlapping features in the provisions of Senator Kerr’s bill, 
S. 2996. 

Therefore, in the statement of our position, we will confine remarks 
directly to S. 2996, and by implication to any corresponding features 
that there may be in S. 450 and 8S. 2115. 
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Now as to the effect of S. 2996, first, it has the effect of changing 
levels of price support on the basic commodities from a 90-percent- 
of-parity maximum, adjusted by supply, to a mandatory 100 percent 
of parity without reference to supply. 

2. Changing the support levels on wool, hogs, eggs, chickens, beef 
cattle, whole milk, and butterfat from discretionary or mandatory 
flexible levels, ranging up to 90 percent of parity, to a mandatory 
level of 100 percent of parity, beginning with the marketing year of 
1953 or such earlier date as the Secretary may determine. 

3. Changing the support-price levels on soybeans, flaxseed, dry 
edible beans, from discretionary flexible levels, ranging up to 90 per- 
cent of parity, to a mandatory support level of 100 percent of parity, 
beginning with the 1952 crop. 

4. Changing the support-price levels on grain sorghums, barley, 
oats, and rye, from discretionary flexible levels ranging up to 90 per- 
cent of parity to levels which are equivalent to 100 percent of the 
parity price for corn on the basis of comparative feeding value, and 
beginning with the 1952 crop. 

5. Amending the 1949 act to provide that the parity price for the 
basic commodities and for grain sorghums, barley, oats, and rye, 
shall not be less than the parity price computed by the formula used 
prior to the enactment of the Agricultural Act of 1949, and 

6. Providing that the Secretary shall not be limited by this act to 
carry out authority, granted him under section 402 of the 1949 act, to 
make price supports available at higher levels. 

On July 11, 1949, I appeared before this committee with respect 
to hearings that semaliod in the Agricultural Act of 1949. I would 


like to remind this committee of the following points which the federa- 


tion advocated at that time. These are: 

1. Amendment of the 1948 act to further modernize the parity 
formula by including farm wage rates in the parity index. 

I have forgotten whether we also at that time recommended the 
inclusion of the wartime subsidies. We either did it in 1948 or 1949. 
I have forgotten which. At any rate the subsidies are now included 
in the computations by the Department. 

2. Establishment of a flexible schedule of price supports for milk 
and dairy products, ranging from 75 to 90 percent of the modernized 
parity price depending on the range of supplies as compared to normal. 

3. Adjustment of support levels for milk and butterfat if the 
Secretary determines that the price-support levels of such commodities 
are not in proper relation so as to permit the maintenance of desirable 
feed ratios. 

Congress, in its deliberations, saw fit to incorporate all of these 
points in the Agricultural Act of 1949. We believed they were sound 
in 1949. Experience has not changed that belief in 1952, except that 
in light of today’s conditions we would recommend that the range of 
flexible supports should be broadened or extended from 75 to 90 per- 
cent of parity to 75 to 100 percent of modernized parity. Moderni- 
zation of parity was needed to adjust for price-relationship changes 
that had been brought about by shifts since the 1910-14 period in 
abe age my and marketing techniques and costs and in consumption 
evels, in fact, in the whole standard-of-living conception as between 


98792—52——-15 
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those earlier days and the present time. The modernization feature 
removed much of the curse of fixed prices, or fixed-price relationships, 
It serves as a guide for more intelligent production and price-support 
programs. 

A flexible schedule of price supports for dairy products allows for 
a stabilization of income from milk production and dairy-product 
manufacture and marketing, but, at the same time, it forestalls the 
necessity of a heavy accumulation of dairy-product purchases by 
Government at price levels materially higher than domestic consumers 
are willing to pay. In some cases, there are certain times of our civili- 
zation when they may not be able to pay. Our dairy farmers want to 
avoid price-support programs that lead to either restrictions on pro- 
duction or producer subsidy payments. I know of no thing in agri- 
culture that is so opposed by dairy farmers as the idea of having 
forced upon them producer payments, a check to the producer aside 
from price. What we want is a satisfactory price, and they certainly 
do not want to feel that they are under any sha of obligation to the 
(iovernment by being subsidized by the Government in any way. 

Authority for an upward adjustment of price supports for milk 
and dairy products, at the discretion of the Secretary, is considered 
necessary to insure supplies of vital foods, if the prices of feed and 
alternative opportunities rise to levels that necessitate such action. 
Otherwise, our members have felt that it is to the best interests of our 
industry to maintain price supports within the 75- to 100-percent 


range. 
In all this, of course, our interests are tempered by action taken with 


respect to other commodities. We must be careful that necessary price 


relationships are not upset, nor that milk production, nor the net in- 
come of milk producers, will suffer unnecessarily. 

The proposals of S. 2996 would make mandatory changes in the 
price-support relationships of milk and butterfat as compared to feed 
grains, oil meals, and other livestock feeds, in addition to raising the 
support level of all these commodities. Assuming January 15, 1952, 
parity levels throughout 1954, table 1, which I ask, together with the 
other table, to be included behind my testimony, but will not give in 
detail here, indicates comparative price-support levels in 1954 for all 
those commodities specified in S. 2996. 

The Cuarrman. That will be done. 

Mr. Hotman. Our economics department projected this as far as 
1954, because some of the provisions of the Kerr bill would not become 
effective until 1954. At the same time, for all practical purposes, the 
column in this first table, which is known as column 9, may be con- 
sidered to be approximately the changes that would take place in 1954, 
if one assumes January 1952 parity levels to exist in 1954. 

The committee will note that the Kerr bill would very materially in- 
crease the prices of the grains that go into feeds. 

These 1954 support levels are those that would result from the man- 
datory features of S. 2996 and that are either mandatory or permissible 
under the act of 1949. The support prices for the feed grains would 
be raised by S. 2996 as follows: Wheat, 54 cents; corn, 32 cents; barley, 
19 cents; and oats, 8 cents per bushel over the permissible or manda- 
tory supports under the existing law. Support levels for the oil-meal 
seeds, soybeans and flaxseed, would be raised 29 and 47 cents, respec- 





FARM PRICE SUPPORTS AND PRODUCTION GOALS 223 


tively. Price supports for butterfat would be raised 7.7 cents per 
pound and for milk for manufacturing purposes by 45 cents per 
hundredweight. 

Table 2 presents a comparison of support-price levels under S. 2996 
with March 1952 market prices and 1952 support prices. This com- 
yarison indicates that the support prices called for by S. 2996 would 
be materially higher than March market prices for many products. 
Some of the outstanding examples are: Hogs would have a support- 
price increase that would represent an increase over March market 
prices of 29 percent ; eggs, 28 percent; chickens, 23 percent, flaxseed, 22 
percent; and grain sorghums, 20 percent. Support prices for wheat, 
peanuts, soybeans, and dry edible beans would also be materially raised 
above current market prices. These price-support raises, that would 
exceed market prices by 20 percent and more, disturb our dairy farmers 
in two very important respects. First, they would cause a serious dis- 
ruption in the existing market-price relationships of milk and butter- 
fat as compared to those commodities with which milk and butterfat 
must compete for feed, labor, and other production supplies. Second, 
they would add such a tremendous financial load to our price-support 
program that the whole support program would be endangered. 

The federation does not believe that such an across-the-board raise, 
nor the methods by which the raises are accomplished, are in the in- 
terests of dairy farmers, agriculture, or the Nation. To abandon mod- 
ernized parity for the basic commodities upsets normal milk-grain 
and butterfat-grain price relationships. 

For dairy farmers to advocate an 11 percent increase in milk and 
butterfat price supports that would be absorbed by increased grain 
prices would simply contribute to a rat race toward inflation. 

Finally, the National Milk Producers Federation maintains that 
price support and productive programs for individual commodities 
need to be based on each case’s economic merit rather than on an omni- 
bus bill such as is S. 2996, which makes supports mandatory at arbi- 
trary levels across the board, and without respect to production levels, 
goals, needs, and normal price relationship. 

Senator Younc. May I ask you a question? 

Mr. Hotman. Yes, sir. 

Senator Youne. I notice in the paragraph above, you state: 

To abandon modernized parity for the basic commodities upsets normal milk- 
grain and butterfat-grain price relationships. 

The modernized parity formula has not been used on basics now; 
is that not true? 

Mr. Hotman. In modernized parity now, as I understand it, the 
basics have the choice of either the old method or the modernization, 
whichever is the higher, until the beginning of 1954. 

Senator Youne. That is right. And the old parity formula is 
being used now on four of them? 

Mr. Hotman. Yes, sir; until 1954, and with respect to certain of 
the perishables or semiperishables, there is a sort of midregion parity. 
They call it a transitional parity, which is being used where the com- 
putations for the semiperishables would come out lower than the old- 
time parity. That carries on so as to pave the way until all these com- 
modities can get into a better relationship with each other through the 
use of modernized parity. 
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I am glad you raised that question, Senator Young, because I think 
that our organization was the pioneer organization in America for 
modernized parity. It was created in our office by a very competent 
economist by the name of McCann. And for many years we have 
been advocating it because we believed that if all the commodities are 
on the same basis of this type of parity, which, as you know, is your 
base period, your base period changes each year, going back 10 years. 
That is always your base period under it. It tends to Seine the parity 
prices of the different types of commodities, whether it is livestock or 
field crops, more in line with actual market prices. 

The federation’s position, in brief, is for flexible price supports for 
whole milk, butterfat, and dairy products in the range of 75 to 100 
percent of modernized parity, and for a general policy in agricultural 
price supports that will maintain market-price relationships neces- 
sary to milk production. The federation believes that the instrument 
by which this policy can best be effectuated is the Agricultural Act of 
1949 without material change except the broadening of its flexible 
price-support range for dairy products to 75 to 100 percent of parity 
to obviate the requirement that administrative hearings be held should 
it appear that supports between 90 and 100 percent of parity are 
necessary. 

Further, as a result of yesterday’s action by our executive commit- 
tee in Chicago, we think that the same principle of secretarial discre- 
tion on a parity support price, ranging from 75 to 100 percent, should 
also apply to other farm commodities. 

That concludes my direct statement, Mr. Chairman. 

The CrarrmMan. Are there any questions? 

(No response. ) 

The Cuatrman. Thank you very much, Mr. Holman. 

Mr. Hoiman. I wish to thank the committee for its courtesy. 

(The tables in conjunction with Mr. Holman’s statement are as 
follows :) 
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TABLE 2.—Comparison of support price levels under 1949 act and 8S. 2296 with 
actual 1952 support prices, March 1952, actual prices and 1952 goals 


| 
1954 supports at January ~~ 
1952 parity index roe 


$$ ===! Price to | underS. | 

| farmers | 2006 would 
Mandatory, March 1952) exceed 

under 8. | 'March 1952 


1952 pro- 
ductio: 
goals as 
| percent of 
1951 pro- 
ductior 


1952 | 
announced | Permissible 
and manda- 

tory under | 

1949 act | 


Commodity 


2006! | | price 


Cotton . 309 $0. 302 
Wheat 2. 17 1.91 
Rice. 75.04 5.04 
Corn : 21.60 | 1. 46 
Peanuts . 120 . 120 
Butterfat 692 689 
Milk manufacturing. 3.85 | ‘ 
Wool 2. 543 | 
Potatoes 5 ) 
Hogs 
Eggs 
Chickens... 
Beef cattle 
Soybeans. 
Fl ixseed 
Dry edible beans (hundred- 

weight 
Grain sorghum 
B arley 
Oats 
Rye... 


' From table 1, column 9. 
? At January 1952 parity index level. 
} Based on Feb. 15, 1952, parity. 
* Seasonally adjusted. 
5 Not included in 8. 2996. 
The Cuamman. The next witness is Mr. Thatcher. 
Will you give your name in full for the record, and a little bit of 


your background, Mr. Thatcher ? 


STATEMENT OF M. W. THATCHER, GENERAL MANAGER, FARMERS 
UNION GRAIN TERMINAL ASSOCIATION, ST. PAUL, MINN. 


Mr. Tuarcurer. Mr. Chairman and members of the committee, my 
name is M. W. Thatcher. I live in St. Paul, Minn. I am general 
manager of the Farmers Union Grain Terminal Association, which 
markets grain for farmers, particularly in the States of the Dakotas, 
Minnesota, and Montana, and a little bit in lowa, and some in Wash- 
ington. We have approximately 150,000 farmers for whom we market 
grain and who own our institution. 

We originate in markets through the west coast, the Twin Cities, and 
the head of the Lakes, anywhere from 125,000,000 bushels of grain 
up. 

Outside of governmental institutions, such as the Commodity Credit 
Corporation and the Monopoly Grain Board of Canada, and such 
institutions as that, we receive and market for farmers more grain 
than any other institution that we know of in the world. 

I also work closely with the Farmers Union organizations in that 
area. 

In my appearance heer today, I speak not only for the stockholders 
of the Farmers Union Grain Terminal Association for that large area, 
but also for the stockholders of the Farmers Union Central Exchange, 
and Supply Co-op, which serves about 200,000 farmers in Wisconsin, 
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Minnesota, the Dakotas, Montana, and part of Wyoming. These two 
institutions are large, substantial institutions that have direct rela- 
tionship with a very large number of farmers. 

In addition to those institutions, I am privileged to speak for the 
Farmers Cooperative Commission Co., of Hutchinson, Kans., and the 
Kansas Farmers Service Association, of Wichita, Kans., a very large 
regional cooperative grain marketing organization, that handles over 
40 million bushels of grain a year, mostly wheat, and for the Farmers 
Grain Cooperative of | Ogden, Utah, which markets for the producers 
in Utah and southern Idaho, and for the North Pacific grain growers 
at Portland, Oreg., who market the grain for farmers in northern 
Idaho, Oregon, and Washington, and for the Producers Grain Corp. 
of Amarillo, Tex., which markets wheat and grain sorghums for 
farmers in that area 

So I am priv ileged to speak for a very, very large number of 
farmers who are terrifically interested in the matter of the amend- 
ments to the 1949 Farm Act which are before this committee. 

My background w ith agriculture in relation to matters here in 
W ashington goes back 27 years. I lived through the days of the efforts 
of the farmers to procure enactment of the MeN vary-Haugen bill, 
which called for no appropriation from the Congress, but attempted 
to raise a fee system to self-finance the farm program. That we were 
denied twice by the then President of the United States. Congress 
approved it twice. 

I lived through the experience of the Federal Farm Board, and was 
a member of a committee of three, two from the Farm Board and my- 
self, which set the first price on wheat and cotton, back in the turn of 
1930 

I lived in W ashington for many years, beginning in 1932, and 
worked with the farm groups, trying to procure legislation from the 
Congress that would bring parity price and income to the farmers of 
this countr y. 

We had great success with the Congress in these years. Agriculture 
was largely united. We had the common experience of bankrupte. y 
and dispar ity, and we were a unit. And that unity obtained right up 
almost to the end of World War IT. 

Now the farm front is severely divided. There are those who do not 
want to look any longer to the Congress for help in regard to farm 
prices and farm income except as a sort of emergency program. I do 
not share that. 

I wish that it were possible for me to present cost accounting for the 
production of these commodities, which is always what I like to do. 
And in my professional work for years, as a public accountant in all 
types of business, we always went to the costs, to see what goods cost, 
so that we would know how to pricethem. Farmers, of course, have no 
such opportunity as that. 

But wishing to know more about the facts of farming costs, together 
with the State units of the Farmers Union of Wisconsin, Minnesota, 
North and South Dakota, and Montana, our two large cooperatives in 
the Twin Cities that I referred to, we have gone to the cost of about a 
quarter of a million dollars in one field of endeavor to determine some 
facts about farming costs. We bought large Diesel buses, five of them, 
and we brought farmers in for 3 straight years from Wisconsin, from 
Minnesota, from North and South Dakota, and from Montana. 
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The purpose of that was to get them into our building. We paid al! 
of the expenses of bringing them in where we could discuss with them 
in our assembly room, or at the State offices of the Farmers Union. 
their problems of agriculture. 

Now, I do not think that these people represent the inefficient ele- 
ment of agriculture. I think that they are a very good cross section, 
from North Dakota, Montana, South Dakota, Minnesota, and Wiscon- 
sin. Some are small farmers, some are medium farmers, some are large 
farmers. 

But we have been, in the last 3 years, receiving the evidences of 
worry, loss of current reserves that they had accumulated in 1945, 1946, 
and 1947, and 1948, and so we posed questions to them while they were 
in there. I usually do this myself. I asked them if their bank re- 
serves were being depleted, and the heads nodded. 

Anybody selling Government bonds? A lot of heads nodded. 

Borrowing from the bank ¢ 

“Yes.” 

“How many!” And up go 50 to 60 percent of the hands, that 
borrowed. 

“What is the rate of interest ?” 

It is usually around 7 percent. 

Then we go into the 1949 Farm Act, and we take it particularly as 
it applies to grain, because those are the commodities in which I am 
interested. And we ask them how they would get along if we arrived 
at a place where we are going to have 75 percent support prices. 

And particularly to the wheat and corn people, we explained what 
the modern parity formula is, and where they would come out at under 
that, at 75 percent. And they throw up their hands. 

I want to testify here and now that if we approach the point where 
we have 75 percent support prices on these grains for the modernized 
parity formula, we will bust half of the grain growers in the country 
that I am closely connected with. We will bust them. Just give it 
enough time. 

The evidence of that, Mr. Chairman, is this. The March 15 parity 
price for wheat is $2.46 under the old formula, and $2.13 under the 
new formula. If we should reduce that to 75 percent, we would have, 
less 10 cents storage charges that are taken out by the Department of 
Agriculture, and another 10 cents that the trade is able to wiggle out 
by discounts because the grain in lots of cases is faulty, and we would 
have on the basis of a 75 percent support for wheat, $1.10 a bushel to 
the farmers of Montana, and on the basis of 90 percent of the old parity. 
we would have $1.71. But if we had the full force and effect, if 1954 
and 1955 were right now, our farmers out in Montana will get $1.10 a 
bushel for their wheat. And if you can show me a farmer in Montana 
at the present cost today of raising wheat who can raise it for $1.10, 
I will show you 14 that cannot raise it for $1.10, and I am going to leave 
some studies with you, cost studies, that were provided by the Agricul- 
tural College of Bozeman, Mont., on two typically selected farms in 
Montana, one winter wheat farm of 1,200 acres, and the other in the 
spring wheat area, both of which are pretty good-sized units, and I 
will show you what could be the result of any such experience with 75 
percent of the modern parity to farmers. 

The Cuarrman. Mr. Thatcher, since you mentioned wheat, and 
showing the present parity formula that is in effect as of March 15, 
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I am going to ask to place in the record at this point a comparison made 
as to all basic commodities. We will put it in the record at this 
oint. 
(The document referred to is as follows :) 


Basie commodities—comparison of alternative parity calculations, Mar. 15, 1952 





90 per- 
ae, New |Effective| cent of 
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Commodity (1) price 2 price 3 ney 
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(1) (2) (3) (4) (5) 





eer $2. 46 $2.13 $2.46 | $2.21 
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! Calculated by the formula in the U. S. Department of Agriculture price-support proposals of 1949. 
1942-51 average prices multiplied by 1.23 

? 1942-51 average prices divided by 1942-51 average of index of prices received (235) and the result multi- 
plied by the March 1952 index of prices paid by farmers, interest, taxes, and wages (288). 

+ Column 2 or column 3, whichever is higher. 


Mr. Tuarcuer. Not alone that, but because the 10-year history of 
wheat is below parity, this particular modernized parity formula will 
tend to make the parity price of wheat grow less year after year, be- 
cause it is already so far below the line. 

My secretary asked me the other day to explain this thing that she 
heard us talk about somuch. And I said, “For your purpose, I think 
this is the best explanation. We will take your salary for the last 
10 years and my salary for the last 10 years, and we will equate the two 
of us against the average and begin to establish an index for us and let 
it grow from that point on, and then you will learn what it is to be, on 
the average, below the line in contrast to the one that is above the line.” 
It just progressively gets worse. It would not be so bad for me, but 
it would be tough on the secretary. 

We have gone to this expense to get the information from these 
thousands and thousands of farmers, and I want to repeat that the 
full effect and impact of the 1949 act, under the so-called modern 
formula, and the 75-percent loan level, will bust our grain farmers. 

I am also going to leave, Mr. Chairman, for the record, some studies 
that we were able to get from the agricultural colleges. They are very 
limited in the supply of information they have about cost accounting 
for the farmer. That has not been their business. They are wonderful 
institutions and they do a grand job, and they are limited in appro- 
priations, and it has not been their field to follow the cost of raising 
the different commodities in the different States. I only wish we 
had them. 

But I am going to leave for the record the group studies of the GI 
farmers, who operate under some direction and supervision, as you 
know, and these are from the groups operating in South Dakota and 
Minnesota, and I want this to go into the record with your permission 
for your study, and there you will read that these Gat farmers, every 
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one of them, under this full impact, of the lowest end of the 1949 act, 
the 75 percent of the modernized parity, will be busted—every one of 
those GI's on those*farms. Not a one of them can stand up. 

Well, he should shift his production and get into something else / 
He should, maybe, raise more hogs., 

Senator Younc. Mr. Thatcher, that is what they used to tell us 
back in the 1930’s. 

Mr. Tuarcuer. Yes. “He should raise more hogs or poultry or 
produce more eggs. Maybe he should go into lambs and wool.” 

These farms, — as they are, with their climate and soil—— 

Senator Ture. Hogs and poultry would be a nonprofitable venture 
right now. 

Mr. Tuarcner. That is what the whole theory of this is. If he gets 
an oversupply here, we will protect him down to 75 percent, and get 
him to move off. Into what? Cattle? Hogs? Sheep? Maybe he 
ought to grow onions. 

‘he Cuamman. Or Irish potatoes, 

Mr. THarcuer. Now, I want to talk about something that I did not 
hear from a farmer, and I want particularly to make this statement 
for those who are spending their time evaluating freedom and the 
free enterprise system. 

I think I know as much about price making—— 

Senator Ture. Mr. Thatcher, before you go to that, it would be very 
interesting if we could have the figures on this group of GI’s that you 
referred to. I have thought about their difficulties, because they are 
the boys that bought in under the inflationary prices, because they did 
not buy until after 1945 and 1946, 

Mr. Tuarcuer. I have them here. I am going to put them in the 
record. 

Senator Ture. Splendid. They are the boys that are getting 
caught, because they bought in under the inflated costs, and they are 
trying to pay the interest on the obligations incurred under those 
inflationary prices. 

Mr. Tuarcuer. I have this information available, and with your 
permission, I want to leave it for the record. 

The Cuamman. In what form do you have it? 

Mr. Tuarcuer. Typewritten form. 

The CHatrMan. Is it very voluminous? 

Mr. Tuatrcuer. Not very voluminous; no. 

The Carman. I see. Suppose you file it for the committee’s use, 
and when we prepare the permanent record, we will determine whether 
or not to put it in. : 

Mr. Tuatcuer. That is perfectly fine. But I am sure that some of 
you—Senator Thye, I know—will be very interested to see what the 
situation is. 

I want to hold my time down. I want to get through. But I now 
want to discuss a matter that I am confident that I know something 
about. 

I live constantly with the price making of these grain commodities. 
Whenever there is a surplus, a substantial surplus, of a commodity, 
that will go to the support price. That we will agree on. If there 
is a surplus of 300 million or 400 million bushels of wheat, wheat will 
trade basically around the support price. The trade knows how to 
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get under the support price as they evaluate the crop, just as they 
have this big winter wheat crop. They see something close to 1 bil- 
lion bushels of winter wheat, and probably 250 million to 300 million 
bushels of the spring wheat crop. So they look at it and say, “Well, 
there is about 1,250,000,000 bushels of wheat,” and in Chicago the 
July future went right down to 20 cents under the related support 
price. Why is it 20 cents? Because they know that the Department 
of Agriculture are going to deduct 10 cents a bushel for storage from 
the support price, and they know that they do not have enough 
storage space to take care of such a supply as that, and the stuff that 
cannot find a home, they will discount it 10 cents a bushel, as they 
have every time when we have been short of storage. So that is 20 
cents a bushel. 

All that means to a farmer that has raised 5,000 bushels is $1,000, 
and that is top money. That is the money that he will buy clothes 
out of and send his kids to school, and so forth. 

Every time we take 10 cents off a 5,000-bushel crop, we have taken 
$500 out of that farm family. It does not look like much to say 10 
cents here. Just deduct it from the loan. But you have taken $500 
from that family. 

Then in the trade—if the trade, as they do in the case of these sur- 
pluses, takes another dime for the free grain that they cannot get a 
place for, that is another $500 off a 5,000-bushel crop. 

In the case of barley, in the case of rye, in the case of oats—barley, 
rye, and oats are feed grain—what you now have in effect here in 
the United States for the purpose of price making for these farmers 
isa support price for the whole North American Continent. 

The theory of the 1949 act is that as the quantity of production 
goes down, the price will go up. Maybe the farmers can get 100 per- 
cent of parity? Never will the producers of oats and barley and rye 
get 100 percent of parity; never will they get it, so long as the grain 
can roll in from Canada with practically no import duty at all on it. 
They just never will get it, so long as Canada has a surplus and 
ships it in here. And they do. And our markets have been par- 
ticularly disturbed the last 3 years because of those imports. 

I will be glad to prepare for the record—I have the figures—the 
amount of those imports. But I want to impress upon you, Mr. 
Chairman, that under this theory that you gentlemen figured was 
O. K., and maybe the principle was O. K.—I am not quarreling with 
you people about it, but with the international commodity agree- 
ments we have, and our international relationships—what happens 
as a result of the imports of these grains from Canada? And I think 
they ought to come in 

Senator Arken. What is your solution to that? 

Mr. TuHatcuer. 100 percent of parity. 

Senator Arken. I mean, for the Canadian and the United States 
crop, both? 

Mr. Tuatcuer. Yes, certainly. 

Senator ArkeNn. You would raise the Canadian price level to the 
American price level? 

Mr. Tuatcnuer. That is right. I do not want our barley farmers, 
our rye farmers, our oat farmers, and the farmers who are unfortu- 
nate enough not to have graded wheat that will go under loan, and 
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have to sell in the feed market—I do not want them as individuals 
paying for our international policy. I think that is cruel. I think 
that is unfair, and I do not think that you gentlemen want it. 

Senator ArkEN. How would that affect Canada’s exports to the rest 
of the world, if they would get 100 percent of our parity? Of course, 
our dollar is going down in comparison with theirs. But 100 percent 
of parity here would discourage their marketing in their own markets. 
Of course, they only market 10 percent of their own production in 
their own markets anyway, I believe. 

Mr. Tuatcuer. Of course, if we have a surplus, they have a surplus. 

Senator Arken. Could we handle the Canadian crop in addition to 
our own? 

Mr. Tuarcuer. We cannot now and get parity. 

Senator Arken. Could we at 100 percent in both countries? 

Mr. Tuartcuer. I think we could. 

Senator Arken. Would we not have to take the loss in selling to the 
other countries of the world in that case? 

Mr. THatcner. There is no question about it. But I want all the 
people of the United States to stand that loss, and not take it out of 
the hides of those farmers that raise those particular commodities. 

I wrote you in detail about that, Senator Thye. 

Senator Ture. Definitely. 

Mr. Tuarcuer. And I sent a copy to you, sir. 

Now, here is a very learned opinion, and I would like to leave it 
with the chairman, by Edward G. Martin, of this city. I got it out 
of the Cornell Law Quarterly, which is a complete opinion and review 
of the problem that I am now discussing, and in which he states flatly 
that our support prices, because of these international agreements and 
so forth, are the support prices for North America. 

If you want a copy, I will be glad to leave it with you. 

The Cuamman. Yes. 

Mr. Tuarcuer. But those are the facts, and I want the record to 
show that they are the facts. 

Senator ArkeN. Outside of Australia, and in some years the Ar- 
gentine, we would have pretty much of the world’s wheat crop on our 
hands, if the Canadian crop came in here to get the advantages of our 
support price? 

Mr. Tuatcuer. I do not want it to come in here if it depresses our 
prices way down below parity. I do not want it to come in at all. 

Senator Arken. It would be difficult to keep it out, would it not! 
They could pay a substantial duty and put it in here, as they did on 
potatoes. 

Mr. Tuatcuer. If that is true, let us recognize, then, that we do 


not have support prices. Let us recognize that we do not have ade- 
quate support prices; let us recognize that. But let us get away from 
the theory of the 1949 act, that here is a program to protect agricul- 
ture, and if you will just cut your production down enough, you wil 
bring peed) eve up, because it is not coming “e 


Senator Arxen. If you cut imports, you would bring prices up, too, 
would you not? 

Mr. Tuatcuer. Of course you would. . 

Senator Arken. But it would create international friction if 


you—— 





FARM PRICE SUPPORTS AND PRODUCTION GOALS 233 


Mr. Tuatcuer. I do not want to create international friction. 

Senator Arken. Of course you do not. 

Senator Youne. And there is a sizable tariff on wheat, where there 
is very little on oats, barley, and rye. 

Mr. THarcuer. There is an import quota on wheat. 

Senator Youne. And a fair tariff, too? 

Mr. Tuarcuer. Yes. But on these other commodities, we have 
them impaired by a modern parity formula. We have no chance to 
get parity even under the modern formula because of imports. This 
fellow does not have a chance out there under this. He has support 
prices down to 75 percent, of course. But it is not enough. 

Senator Aiken. On the other hand, the higher that level goes, the 
more Canadian wheat you are going to get! 

Mr. Tratcuer. I beg your pardon? 

Senator Arxen. The higher the price goes, the more Canadian crop 
we are going to get. Or would we not get any more of it, the higher 
the support level is? 

Mr. Tuarcner. That is a national problem as to what to do about it. 

Senator Arken. We turned the tables on them this year, and they 
are paying 50 percent more for potatoes than we are. 

Mr. Tuatcner. All I am trying to find out, and which I told these 
farmers, and I will continue to tell them, is that under this legislation 
you are not ever going to get parity for these products as long as these 
imports come 1n. ; 

Senator Youne. We are taking almost the entire Canadian produc- 
tion now, as we have been for the last 2 or 3 years, I understand. 

Mr. Tuarcuer. That is right; rye, and barley, and oats. We have 
taken a terrific licking two straight years on our barley, which has no 


futures market, and our warehouses fill up, and it has been difficult 
to get transportation which is better now. Out there, barley has been 
brought in by the farmers. It is owned by the local cooperatives, 
and by ourselves. And, bingo, the buyers all back out of the market, 
because they now see weather changing; they see Aaa a nag avail- 


able, and they know they can bring in the Canadian barley, and our 
prices are shot to pieces, and every one of our elevators over the North- 
west—and there are 600 of them—are losing money on these grains. 

Senator Arken. Let me ask you another question that is bothering 
me quite a lot. Nobody wants farmers to get 100 percent of parity 
morethanI do. But if you have 100 percent of parity and the adminis- 
tration insists on imposing 100 percent ceilings, what would be the 
position of the cooperatives? hat would be the incentive to be a 
member of a co-op? 

Mr. Tuatrcuer. I would not care. We would just get the handling 
expense. What is the purpose of a co-op? 

Senator Arken. You would be virtually a Government agent, then, 
would you not? 

Mr. Tuatcuer. What? 

Senator Arken. You would be an agent of the Government. 

Mr. Tuarcuer. O. K. They are getting along under that system 
in Canada, although I am not advocating it 

Senator Arken. What would be the incentive to maintain member- 
ship in a co-op if you get the same price from the Government, regard- 
less ? 
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Mr. Tuarcuer. I think the purpose of a cooperative is to help them 
get a price. I do not want to see cooperatives go out. Naturally, 
I do not. 

Senator Arxen. That is entirely true. 

Mr. Tuarcuer. But we have not lost any cooperatives in Canada 
because there is a monopoly grain board. 

Senator Arken. Do they have a monopoly on anything but wheat? 

Mr. Tuarcuer. No. But that is the big commodity up there. 

Senator Arken. That is the big one. 

Mr. Tuarcuer. And they pay every warehouseman, co-op, private, 
or whatever it is, a fixed service charge, storage, and so forth. And 
all they do is to bring the grain in from the farm and steal a little 
and get paid a service charge. 

Senator Arken. Maybe the Secretary can enlighten us on that 
Canadian problem. 

Mr. Tuarcurer. Maybe he can, and I hope we can do something 
about it. 

Senator A1xen. That definitely has more than that to it. 

Mr. ‘Tuarcuer. The Congress has attempted to do something about 
it,as you will read in that opinion, with the troubles and conflicts that 
you have arising out of it. 

Senator Munor. Mr. Chairman, may I ask a question ? 

The Cuarrman, Yes. 

Senator Munpr. I am very interested in what Mr. Thatcher said 
about the support prices and imports. And if I understand the point 
of view, I agree with it 100 percent. It is this, that the price support 
program in this country cannot work unless one of two things happens: 
Unless the taxpayer is willing to provide price support for the world 
production or unless we have some kind of stoppage of imports so 
that we can give it an opportunity to function in this country. 

Is that right? 

Mr. Tuarcuer. That is right. 

Senator Munpr. I agree 100 percent. It is just as simple as that. 
We have to face up with some program to give the farmer a break 
pretty quick in this country. 

Mr. Tuarcuer. That is exactly right. 

Senator Arken. However, would that not mean a much higher sub- 
sidy to foreign nations in order to dispose of the commodity if we 
undertake to support the world price? Now, we undertook it on pota- 
toes, but fortunately freight rates kept out all but Canadian potatoes. 

Senator Munpr. I do not think that you have enough money in the 
United States including all the unmined gold in South Dakota, to 
support the world price. 

Senator Arken. When section 104 of the last defense bill went 
through, we were actually on the way to supporting the world cheese 
price, with all the cheese in the world headed for the United States. 

Senator Munpr. Is not the trouble with that, Senator Aiken, if we 
try that, and then we run out of mazuma, you break down the price 
support price at home, too, and our farmer gets it in the neck? 

Mr. Tuarcuer. Who is to raise the grain that we want? Who is to 
raise it? 

Senator Munpt. Mr. American Farmer, primarily. 
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Senator Arken. I think that we ought to, and I am bothered about 
making it an incentive for large quantities of Canadian grain to come 
into this country that we do not need. 

The CuairMan. Proceed, Mr, Thatcher. 

Senator Aiken. But I like the Canadians all right. I am as willing 
to help them as any country that I know of. 

Mr. Tuarcuer. I want to call your attention to one thing here. I 
have equated this support price, under the new parity, back to the 
1932 index of farming cost. Under that equation, the Montana farmer 
would be getting 41 cents a bushel for his wheat. ° 

If the act were in full force and effect today and the loan ‘price were 
75 percent, out in Montana, that farmer would get $1.10 a bushel. I 
have so stated, and I can prove it. 

But that equated back in terms of the index of 109, what a farmer 
was paying for things in those days, would be the equivalent of 41 
cents a bushel back in 1933. Under the present 90 percent support 
price of the old parity, $1.71 in Montana would equate back to 65 
cents in 1933. 

Now, these are real things that you must know that we are up 
against when we are talking about at what levels we are going to 
support prices and why. 

I want to get back to this farmer and look upon him as a factory. 
And he has certain impacts upon him, in the cost that he has to meet. 
He has no free choice about railroad rates that are deducted out of 
his price and added to the things that he buys. He has no free choice 
about that. He has no free choice about the power rates. Whatever 
it is, that is what he pays. He has no free choice about fertilizer. 
He has no free choice about his equipment, except that he can get 
International, or some other line. And all these things that he buys— 
and those are his great elements of cost—include the other fellow’s 
income taxes, social security, time and one-half for overtime, or double 
time, and he gets the whole thing all wrapped up in what he pays 
for it, and puts its into the raising of this corn or wheat or whatever 
it is, and then, since he cannot pass it back, somebody thinks that the 
Government is magnanimous when it steps in and intervenes to pro- 
tect the country from disaster. 

They think that they are magnanimous in offering 75 percent sup- 
port price. Itisacruel and inhuman thing to put these things through 
or to leave this act as it is. I am as confident as I am that I sit here, 
with the 27 years that I have labored with this thing, that unless 
you amend the 1949 act and give these producers of these basic com- 
modities—I cannot speak for cotton, because I do not know anything 
about it, and I cannot speak for tobacco, and I cannot speak for 
potatoes, but I can talk about these feed grains, and I can talk about 
these basic commodities, wheat and corn, because I know what I am 
talking about—-unless you give these people relief from this cruel, 
cockeyed, so-called new parity formula, and maintain them at least 
at 90 percent support, we are in for real trouble on the farm front. 

Senator A1ken. However, the Farmers Union supported this so- 
called cockeyed parity formula very vigorously. 

Mr. Tuatcuer. I think they did. Now, wait a minute. I am not 
critical of this committee, Senator Aiken. 

Senator A1xen. That is a quetsion that I want answered in the 
record. 
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Mr. Tuatcuer. I want it in the record. But I think that you are 
aware that for 3 years, I have been protesting that it is not fair and 
sound for the grain producers. 

Senator Arken. Some of your members started protesting it within 
2 months after it was passed, before it had a chance to work. 

Mr. Tuatcuer. That is right. 

Senator Arken. That is why I could not understand why you 
opposed it, before it started going into operation. 

fr. Tuatcuer. I opposed it because I became convinced by Novem- 
ber of 1948 that the thing would never work satisfactorily for the 
grain producers. That is the only reason. 

Senator Arxen. Mr. Patton said, “I think the more flexibility you 
have in price relationships, the more effectively the program is going 
to work.” 

He said, “We believe the proposals made by the committee here are 
thoroughly sound proposals and that they should be of considerable 
assistance in making more flexible and current the formulas on which 
the Government must base its level of support prices.” 

He said, “If you use the element,” to quote again, “of forward 
pricing and pricing as a production guide which is contemplated, cer- 
tainly in this whole formula, then the more flexibility you have above 
a certain minimum, certainly the more effective it is going to be,” 
and so on, all through his testimony. 

Mr. THATCHER. f read that this morning. 


Senator Arken. And nobody supported it more vigorously than you 
folks did. 

Mr. Tuatcner. I did not support it, sir. 

Senator Arken. You did not testify. It was Mr. Patton who 


testified. 

Mr. Tuarcuer. That is right. And I do not say that I would not 
have offered the same testimony at the time as Mr. Patton did. 

Senator Arken. And I am at a loss to understand why in 1948 and 
1949 some of the Farmers Union people started opposing it before it 
had time to operate. 

Mr. TuHatcuer. During the recess this noon, I read a review of the 
testimony of the leaders of the large farm organizations, and those 
leaders with whom I worked here in Washington, and for whom | 
have the highest regard, Mr. Edward F. O'Neill, and Mr. Earl Smith, 
of Illinois. And here is 10 years of high spots of their testimony 
[witness exhibiting large bundle of cards], supporting legislation 
from this Government on the sole premise that the farmer’s prices 
and his income are determined by Federal legislation. 

There it is. I still hold that position. 

Senator Arken. That testimony was given when? 

Mr. Tuarcuer. During the thirties, and clear up as late as 1943. 

Senator Arken. The income of everybody depended on the Federa! 
Government during the thirties. 

Mr. Tuatcner. This is in 1943, right in the middle of the war. 

Senator Arken. That is true. They were controlled because of war 
conditions then. 

Mr. Tuatcuer. Now, Senator Aiken—— 

Senator ArkeN. I am not saying that we do not have to have a 
certain amount of control, because you know we have. 
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Mr. Tuatrcuer. Any basic commodity that we have, such as grain— 
take corn or barley or oats or rye—any of these commodities that we 
have and are producing in surplus, as sure as I am talking to you, as 
long as there is surplus, the base price of those commodities, of course, 
will be the support price established by the Government of the United 
States, and no other. 

Senator Arken. And if you do not have your surplus, if you have 
shortages, a half crop, then you are prohibited from making an ade- 
quate income by the OPS. 

Mr. Tuatcuer. That is right. 

Senator AIKEN. 

Mr. THatcner. So what? 

Senator Arken. I think you have to consider them together. 

Mr. Tuatcuer. I will go along on flexible support prices if they 
run from 90 to 110. I will go for that. 

Senator Arken,. I think we should have that 110 percent minimum 
ceiling. We made a grievous mistake in not restricting the OPS to 
110 percent minimum ceiling. 

Mr. THatcuer. But no matter what the ceiling is, 100, 105, 110, and 
<0 forth, so long as we have surpluses, you need not worry about ceil- 
ings. So long as we have surpluses, our prices will be the support 
prices, weighted, of course, with influx of the Canadian grain. 

Senator ArkEn. I believe that no supported commodity has hit ceil- 
ing yet, with the possible exception of butter. 

Mr. Tuarcuer. We were above parity on a few of these commodities 
right through 1946, 1947, and 1948. 

Senator Arken. Yes. But I mean since the present emergency 
came on. 

Mr. Taatcuer. You need not worry about it. 

Senator Arken. Since we had this last ceiling price provision in the 
law, the commodities that are supported 

Mr. Trarcuer. You will not need any ceiling for the commodities 
that I have been talking about until we have exhausted the Canadian 
surplus. 

Senator ArKken. I think that you are right, there. 

The Cuarrman. Have you anything else, Mr. Thatcher? 

Mr. Tuatcuer. I think that is all. I think that is a lot. 

The Cuarrman. Are there any questions? 

( No response. ) 

The CHarrman. Thank you very much. 

(The documents referred to are as follows:) 


DATA ON Farm INCOME AND Farm COstTs ON PRODUCTION 


EXAMPLE NO, 1—SITUATION OF VETERANS IN THE ON-FARM TRAINING PROGRAM AT 
MORRIS, MINN, 


(a) Farms are located in Traverse, Grant, Stevens, Douglas, Pope, and Swift 
Counties. Records were kept on 79 farms in 1951. 
(b) Average operator’s labor earnings for the year was $921.67. 


' Operator’s labor earnings is a “measure of the relative financial success of a farmer as 
compared with other farmers and represents the returns above all farm expenses and a 
charge for the use of farm capital.” It is found by subtracting total farm expenses (con- 
sisting of total farm purchases, decrease in farm capital, interest on farm capital, unpaid 
family labor, and board furnished hired labor) from total farm receipts (consisting of tota] 
farm sales, increase in farm capital, and family living from the farm). 


98792—52——16 
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(c) Average labor earnings of farmers ranking in the upper 20 percent on 
earnings was $2,320; those in the lower 20 percent came out with a loss of 
$673. 

(¢@) Thirteen of the seventy-nine farmers had a loss in labor earnings, ranging 
from —$12.14 to a —$1,982.82. Another 26 of the 79 farmers had labor earnings 
ranging from $927.97 to $11.51. The top farmer had a labor earning of $2,309.70, 

(e) Twenty-three percent of the 79 farmers had a decrease in net worth for 
the year. 

(f) Net worth of these farmers ranged from a high of $23,983.02 to a low of 
—$536.08. This low farmer had assets of $6,818.71 and total liabilities of 
$7,354.79. The farmer with the highest net worth had total assets of $44,258.02 
and total liabilities of $20,275. The farmer who ranked fortieth from the stand- 
point of greatest increases in net worth upped his net worth by $1,233.45. He 
had total assets of $4,777.60 and total liabilities of $2,750. The farmer who 
ranked thirty-ninth from the standpoint of greatest increases in net worth upped 
his total worth by $1,261. His total assets were $13,209 and his total liabilities 
were $10,000. 

(7) For the 79 farmers the return both on capital and family labor was $1,780 
for the average. 

(h) Average living expenses were also tabulated based on the records of 44 
married veterans with an average of 4.6 persons per family. ‘Total household 
and personal cash expenses averaged $2,037.95 per family. The family received 
$1,006 in veterans compensation, $153 in miscellaneous income, and $19.20 from 
sale of investments. The average family, therefore, was relying heavily on the 
GI check for living expenses. This is especially apparent when one considers 
the fact that $1,049 of total farm receipts was increased in farm capital. Now, 
this might be livestock or crops easily converted to cash, but it could also be 
machinery needed for an efficient farm operation. 

(i) Power and machinery crop records were kept on 49 farms. Average power 
and machinery cost per crop acre was $9.96. It ranged from a low of $4.68 to 
a high of $17.39. 

(J) For purposes of comparison, the average operator’s labor earnings for 
this class in 1950 was $1,627.10; in 1949 it was $993.66. 


EXAMPLE NO, 2.—SITUATION OF VETERANS IN THE ON-FARM TRAINING PROGRAM IN 
SOUTHWESTERN MINNESOTA FOR 1950 


(a) Farms are located in Lincoln, Lyon, Pipestone, Murray, Rock, Nobles, Cot- 
tonwood, Jackson, Martin, Watonwan, and Faribault Counties. Records were 
kept on 55 farms. 

(b) Average operator’s labor earnings for the year was $2,405. However, for 
11 of the farms the operator's labor earnings averaged $579. 

(c) For 12 owners of farms the average operator's labor earnings was $1,654 
and the average return on both capital and family labor totaled $2,639. 

(d) For 33 renters the average operator’s labor earnings was $2,017 and the 
average return for both capital and family labor was $2,631. 

(e) The 12 owners increased their net worth an average of $2,097 during the 
year; 38 renters upped their net worth an average of $2,312 for the year. 

(f) For 12 owners, at the end of 1950, the average total assets for each was 
$24,073 : total liabilities averaged $9,798; net worth averaged $14,275. 

(9g) For 33 renters, at the end of 1950, the average total assets for each was 
$13,416; total liabilities averaged $4,345; net worth averaged $9,071. 

(h) The 12 owners had an average of 177.1 acres each; the 33 renters were 
renting an average of 229.2 acres. The total farm capital of the average owner 
was $22,216; for the renter total farm capital averaged $10,682. 

(i) Average expenditures for household and personal cash expenses on 53 
farms keeping such records were $2,005. 

(j) Other income for these famiiles averaged as follows: $1,510 in veterans’ 
compensation payments, $172 in miscellaneous income, $14 from sales of invest- 
ments, $76 from outside investments. Average family—3.7 people. 

(1) On the average these young farmers are getting by, particularly because 
of the extra $1,510 that is coming from the Government. However, this is a 
temporary aid to end soon for most of them. Also, it should be noted that 11 
of the 55 had an average operator labor earning of only $579. 

(m) Power and machinery expenses per crop acre on the 55 farms averaged 
$7.21 per crop acre. 





FARM PRICE SUPPORTS AND PRODUCTION GOALS 239 


EXAMPLE NO, 3.—-STATUS OF MEMBERS OF SOUTHWESTERN FARM MANAGEMENT 
ASSOCIATION IN 1950 


(a) These farmers are in nine counties of southwestern Minnesota. Because 
they are, in general, above the average in managerial ability and operate larger 
and more productive farms, they have returns materially higher than the average 
for this section of the State. 

(b) Average operator’s labor earnings for this group of 139 farmers was $6,882. 
However, the bottom 20 percent of this group had an average labor earning of 
only $1,696. 

(c) The total return for capital and family labor averaged $9,953 for 26 
owners, $9,075 for 11 part owners, and $5,521 for 18 renters. 

(d) Total cash living expenses averaged $2,976 for farmers in this group. 

(e) A study by the Farm Credit Administration showed that farmers in this 
exceptional group had an average of $1,614 left for debt service, life-insurance 
and investment in 1949. In 1950 they had an average of $1,521 left for these 
purposes. If costs remained the same and if 10 percent was shaved off cash 
receipts, these farmers would just get by on their present standard of living 
in 1949 and slip a few dollars behind in 1950. 

(f) Average total farm capital on these farms at end of 1950 was $53,475. 
Average size of farm was 257 acres. 


EXAMPLE NO. 4.-—-STATUS OF FARMERS PARTICIPATING IN NORTH CENTRAL SOUTH 
DAKOTA RECORD PROJECT, 1950 AND 1949 


(a) This study was based on the records of 52 farms located in Hand, Hyde, 
Sully, Faulk, Potter, and the western edge of Beadle and Spink Counties. 

(b) Farmer's labor earnings were up in North Central South Dakota in 1950. 
This conclusion is based on the records of these 52 farmers. Earnings were con- 
siderably higher than in 1949 but not as high as during the prosperous years fol- 
lowing World War II. Operator's labor earnings, which is the return to a farmer 
for his labor and management for the year, averaged about $4,687. (This in- 
cluded credit given for eggs, milk, meat and other supplies used by the family.) 

(c) Farmers in this group had an average total farm capital of $50,131 at the 
end of 1950. They had an average acreage of 1,339 in their farms and of this an 
average of 457 acres was cropland. 

(d) In 1949 records were kept on 48 farms in this project. The farmer's labor 
earnings were in the “red” in North Central South Dakota in 1949. For their 
year of labor and management these farmers got nothing even when full credit 
is given for the eggs, milk, meat and other supplies used by their families. In fact 
they lost $85 each as an average. These farmers did receive 5 percent on the 
total investment in land, buildings, machinery, and livestock if they owned them. 
Tenants and part-tenants as well as mortgaged owners had to pay part of this 
return for the use of the land or mortgage money. Others may have had to pay 
interest on money borrowed to buy machinery or livestock. 

(e) Cause—less moisture, lower yields, lower farm prices and continuing high 
costs helped to reduce farm incomes in the area—1949., 

(f) Operator’s labor earnings as used in South Dakota reports is figured on 
same basis as in Minnesota farm management associations. That is, it is a 
“measure of the relative financial success of a farmer and represents the returns 
for his year’s work (including family living from the farm), above all farm 
expenses, and a deduction for the value of unpaid family labor and an interest 
charge for the use of farm capital.” 


EXAMPLE NO. 5.—LETTER FROM C. B. HAVER, ASSISTANT PROFESSOR OF AGRICULTURAL 
ECONOMICS, NORTH DAKOTA STATE COLLEGE 


(a) Letter says, in part, “The data that you required is not wholly available 
at this station. This is due in part to lack of funds, and the feeling that the 
available funds can be used more profitably in studies other than cost of pro- 
duction studies, 

“Cost studies to get the information that you want are long, detailed and 
costly. Anything short of an intensive detailed study covering most of the pos- 
sible situations in the State makes conclusions re the relative well-being of 
farmers in the State irrelevant. Cost studies of the type available in most of 
the States in north central region have to be used very cautiously when draw- 
ing policy conclusions such as you wish to make. * * * I cannot think of an 
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experiment station that has the data you want in the form in which you nee! 
it. I think in the long run that colleges or other research agencies, if the) 
could be so financed could obtain for you and others like you the answers ani 
information of the type needed. 

“* * * A perusal of the data such as it is and personal observation would 
support the conclusion that farmers on inadequate, undersized farms are 
being squeezed severely under today’s prices and costs, but these farmers 
are nearly always in trouble; other inefficient (high cost) farmers are lik: 
wise in trouble; the large operators are in the main doing exceeding well, the 
group of farms that Mr. Goodsell calls ‘typical family-operated spring whe:' 
farms’ are also doing very well. But as the census will reveal a large propor 
tion of the farms are inadequate and undersized and therefore almost regardless 
of the price level these people are in trouble. The problem is at least in par! 
inadequate resources, or stated another way too many farmers for the resources 
available.. It might be noted that a small farm acreage doesn’t necessari!; 
indicate an inadequate farm or an inefficient farm. It might be also said that 
on the whole the rather fabulous incomes made by many farmers in the pasi 
10 years have largely been dissipated in farm living and tools of production, 
and while cash and other reserves of farmers are higher than in the past say 
the 20’s, that a year or two of bad crops or low relative farm prices would put 
say two-thirds of them in very trying circumstances.” 


EXAMPLE NO. 6.—LETTER FROM DR. M. M. KELSO, HEAD OF DEPARTMENT OF 
AGRICULTUBAL ECONOMICS AND RURAL SOCIOLOGY, MONTANA STATE COLLEGE 


(a) Letter says, in part, “* * * You asked my opinion concerning the 
status of farmers in Montana. That is all it would be, an opinion. I am sure 
that Montana farmers would be very seriously affected by any drastie pri 
drops. However, what implications that has for policy depends on a great many 
considerations. There is, of course, no doubt that some measure of price stabili- 
zation is highly desirable. Fluctuating prices have a multiplying effect on 
agriculture. Whether or not that means direct price supports of specific com- 
modities is another question. The question turns out to be really one as to 
how high the floor should be. Although farm prices in Montana are very good 
costs are chasing very closely behind them. It wouldn't take much of a drop 
in wheat prices to seriously affect the net income of many wheat farmers * * 

“We have gathered some additional information on the economics of wheat 
farming in Montana, but these data are not yet tabulated in any usable form, 
and we have not expected to tabulate them in a way which would answer the 
questions you asked in your letter * * *.” (Advised me that he had prepared 
material for Mr. Dana Myrick and presumed he was sending it to St. Paal for 
our use. Suggested I secure this.) 


EXAMPLE NO. 7——-UNIVERSITY OF MINNESOTA STUDIES ON COST OF PRODUCTION 


(a) In 1946 Drs. Pond and Engene published a study on costs of production 
on a group of farms in Nicollet County. It covered the years 1941 through 1945 

(b) They found that it cost $17.84 an acre to grow wheat in 1948; $18.36 i: 
1944; $20.60 in 1945. Yield variations, of course, had a great determination on 
average cost per bushel. In 1943, with a yield of 9.9 bushels per acre, the cost 
per bushel was $1.80; in 1944, with a yield of 10.3 bushels per acre, the cost per 
bushel was $1.78; in 1945, with a yield of 23.5 bushels per acre, the cost per 
bushel was $0.88, 

(c) They also provided figures on flax raising costs in the county. 

(d) They are currently engaged in preparing a similar study based on 195! 
but it will not be ready for 2 or 3 months. 

(e) A study of custom rates for farm operations in 1951 was recently released 
by the university. This helps provide some idea of the costs involved in prodw 
tion but it does not cover all farm operations. 

(7) Dr. Pond did a cost per acre and per bushel study of a Minnesota farm ir 
1941. This is too out of date to be of much assistance, but it does illustrate what 
ean be done in this field. 
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MONTANA STATE COLLEGE, 
Bozeman, December 8, 1951. 
Mr. Dana Myrick, 
Farmers Union Grain Terminal Association, 
Bozeman, Mont. 

Dear Mr. Myrick: We are enclosing herewith some estimates of current cost 
and allied data relative to wheat production in Montana type-of-farming areas 
IV (spring wheat) and VI (winter wheat). These have been prepared in re- 
sponse to your recent request for information of this sort. 

The estimates are based on budgets prepared in a study of alternative uses for 
land diverted from wheat production. This study was conducted cooperatively 
by the Montana Agricultural Experiment Station and the United States Bureau of 
Agriculture. 

The basic data were developed from a survey of specialized wheat farms. This 
fact must be recognized as a distinct limitation for present use made of the 
data. A substantial portion of wheat is produced on mixed farms. 

Sincerely, 
C. B. BAKER, 
Assistant Professor. 


Wueart Propuction, Costs AND PRICES 


The problem raised seemed at first to be, what is the cost of producing wheat? 
Further investigation indicated that it was far more complex, not only because 
of the nature of the general policy questions which raised this problem, but be- 
cause of the great variety of situations under which wheat is produced. To meet 
fully the demands of the specific problem as we see it would require a full research 
project in itself—obviously not possible within the time limitations and not at 
all feasible now. 

Therefore, we used material at hand, adapting it to the needs of this specific 
problem, hoping that the result would meet the immediate need. The best mate- 
rial available included budgets of two specialized wheat operations, one a spring 
wheat operation representing Montana type of farming area IV (northeastern 
Montana), and area VI (the so-called triangle area) including Judith Basin 
and Fergus Counties. 

The area IV spring wheat operation is a unit containing 450 acres of cropland, 
of which 300 acres are in wheat each year, and 150 acres in summer fallow. 

The yield (composite from crop on 150 acres of fallow and 150 acres stubble) 
is 11.5 bushels per acre. The area VI winter wheat operation is a unit con- 
taining S800-acres of cropland, of which 400 acres are in wheat each year, and 
400 acres in summer fallow. The yield (composite from 360 acres winter wheat 
harvested and 40 acres spring wheat, planted after 40 acres winter killed) is 
17.55 bushels per acre. The differences in size of unit, land use, and yields reflect 
actual differences between the two areas, and are based on farm surveys made in 
1949 plus secondary information from a variety of sources. 

The general level of prices paid by farmers used in the original budgets was 
at the level of 165 (1910-14=100). The individual cost items were converted 
to 1951 price levels according to the following formula: 

(51) x 1 (35-39) x C1165) =C (51 ) wherein I (51 )=Index : of relevant 

165 price series in 
1951 

I (35-39)=Average index of 

that series for 

the years 1935- 


C (165) =Cost at the price level 
of 165 of 1910-14 
C (51) =Cost in 1951 


The price indexes used in these calculations were from Agricultural Prices, 
January 31, 1950 (for conservation of one base period into another) and Farm 
Cost Situation, October 1951 (for recent indexes on a 1935-39 base). For each 
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cost item, the I (35-39) and I (51) were selected from the appropriate series 
as follows, with the I (51) the latest reported in the series: 
Item Series 
Seed treatment Priced paid for items used in production ' 
Custom hauling Motor vehicles 
Insurance Prices paid for items used in production ' 
Fuel, oil and grease Motor supplies 
ise entinintictceptircctionetthaniinn ss Farm machinery 
Hired labor___._....____._.....-... Wage rates 
Taxes Other sources * 
Interest paid Other sources * 
Spray material : Farm supplies 
Supplies and miscellaneous____—~—~ Farm supplies 
Other sources * 

Buildings and fences Building and fencing materials 
Machinery and power Farm machinery 

1 When no individual series was appropriate, the composite item, “Prices paid for items 
used in production,” was used. Other sources were used when necessary. 

The following table shows the cost items at the 165 (1910-14=100) level and 
at the 1951 level: : 


Area IV, spring wheat } Area VI, winter wheat 





| 165 | | Depreciation | 165 | | Depreciation 
(1919-14) Year _______ | ON) Tor 


= 100) 1951 | | =100) 1951 
| 165 | 1951 165 | 1951 





COST ITEM | | | 


Seed treatment a. | $1993) $33. 25/....... ----| $13.59} $22.67). 
Custom hauling - ; 142. 34 206 83)..... : v 56 94 118 34 
Insurance - - , eee 72 46 | 51 76 86 35 

Fuel, oi] and grease F ; ‘ 471 11 445 41 andl a 253.57| 371.13 

Repairs : an ea 451.96 825. 61 | 245.48 444 77 

Hired labor jinn 390.79 1, 126. 26 : 223 22 s 


Taxes iabcnee : ‘ | 169 06 247. 96 ‘ . 83.2 
| 


Interest paid 137.81 241.31 ° , 54. 87 
Spray material. - _. 232 92; 377 47 $8 104. 81 
Supplies and miscellaneous ...| 194.10) 314.56 ; _185 28; 251. 65). 
Total__.-. wae---e----| 2, 282 48) 4,028. 55 i 1,240.79 2 326. 30, 


INVESTMENT ITEM | | 

| 

Land ___..| 7,699.00) 9,006.00). 3.533 00) 4,133.00) ___| 
Buildings and fences . : 2,912 00 6, 196.00 | 5 2,245.00 4.777 00 $75.05 $159.92 
Machinery and power : sae | 9, 058. 00 25, 574.00 _. s " 6, 108. 00 17, 245. 00 542 19 990. 43 


 cicdttduvetictnatunniabel 19, 699 00 40, 776. 00 $870.51 81 1, 620 2 11, 88¢ 886 00 26, 155. 00 617 241, 150. 


Interest on investment y24 00 1,916 00 


| 





Pommariqing costs for 1951: 


Area IV, spring | Area VI, winter 
wheat | 





EE: TE nea . . 
Depreciation. . .. ee OE EAE eee ee ee — : 1, 150. 35 | 
Interest on investment. qoaacececcntsemsesenssocatesseusal 1, 229. 20 | 


Total a is enietieedaldimapeam de 
Required for living. - Sea eS , 


Total income required 


Production (wheat, bushels) __. 
Price per bushel required for income. 
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Further analysis shows that if one assumes the operator has full equity, hence 
interest on the investment is income to himself and available for family living, 
the required price for the two situations is $2.46 and $1.51. Further caleulations, 
which assume constant costs regardless of size, which is not entirely correct 
but not far wrong within reasonable limits of size variation and if size of equip- 
ment is adapted to the farm, at $2 per bushel for wheat, 1,019 crop-acres in the 
spring-wheat area and 618 crop-acres in the winter-wheat area would be required 
to meet all costs and provide $5,000 for family living. 


SUPPLEMENTARY STATEMENT FILep py M. W. THatcuer, GENERAL MANAGER, 
FARMERS UNION GRAIN TERMINAL ASSOCIATION, St. PAUL, MINN. 


During my testimony before the subcommittee of the Senate Committee on 
Agriculture and Forestry on Friday, April 18, 1952, Chairman Ellender invited 
me to supplement my testimony with a written statement. This I am submitting, 
in the hope that it may be incorporated in the hearing record immediately after 
my testimony. 

A number of points deserve additional emphasis now in connection with con- 
sideration by the subcommittee, the full committee, and the Congress, of S. 450, 
§. 2115, and S. 2996. 

First of all, it is my opinion that it would be a serious mistake to postpone ac- 
tion on these bills. In the case of wheat producers a crisis may be forced this 
year, arising out of these facts: 

A. At present, we have a wheat supply prospect as follows: A carry-over on 
July 1, next, of at least 300 million bushels, a winter-wheat crop that may exceed 
a billion bushels, and a spring-wheat production that may exceed 250 million 
bushels. 

B. Under present legislation, the new 10-year parity formula is scheduled to 
come into effect on January 1, 1954. Use of the new formula instead of the old 
formula, which was based on 1909-14 price relationships, will reduce parity sub- 
stantially for wheat and will reduce the support price level, whatever it may be, 
proportionately. As of Mareh 15, 1952, wheat parity under the old formula was 
$2.46 and under the new formula $2.13. There is no production cost or other 
specific evidence which justifies this shocking treatment of wheat producers. 

The sliding-scale formula of price supports set up in the Agricultural Act of 
1949 authorizes and directs the establishment of support prices in advance of 
plantings at from 75 to 90 percent of parity depending upon supply facts and 
estimates of demand by the Secretary of Agriculture. 

The crop this year, plus the carry-over, may result in an announced level of 
support for wheat planted this fall of only 75 percent of parity. Congress should 
legislate the sliding scale out of existence without delay. To permit wheat price 
supports to decline to 75 percent of parity would be disastrous in times such as 
these when food is needed as a part of the defense program. But that is only 
one of many reasons. Another reason is that a decline in prices to 75 percent of 
the new parity will mean bankruptcy for many farmers—especially those as- 
sisted by the Government GI programs. 

Remember that the full price support is available only to those farmers who are 
situated in close proximity to terminal markets. All farmers are suffering from 
higher and higher freight rates. All farmers are feeling the effects of increased 
warehousing costs. 

Thus, 75 percent of the new parity, less freight to market, less warehousing 
charges until the price-support loan matures, plus the normal trade discounts 
during a surplus year, can and will mean a price to Montana farmers and others 
far distant from terminals as low as $1.35 a bushel. 

When and if the new parity formula comes into full effect, this price on a 
comparable basis could go as low as $1.10 a bushel, or lower, in 1954. Further- 
more, it could work lower in 1955 and succeeding years. 

I submit that with present high-production costs such a price is the surest 
road to bankruptcy for thousands of farmers. I submit that the byways of this 
bankruptcy highway lead to: Reduced farm purchasing power, reduced con- 
sumption of city and factory-made goods and services, and the start of a new 
downward spiral of national deflation and depression. 

Now I realize that certain theorists who have newly ventured into the field of 
farm economics and political science contend that farmers faced with low-price 
prospects can and should shift to other crops which may prove profitable. 
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For most wheat farmers this is pure theory, pure hokum. Such a program 
eannot stand the test of realism. 

There are areas well suited to wheat production which cannot be shifted 
advantageously to the production of other crops. Agriculture in Montana, in 
most of the States of the Great Plains, is different from farming in Iowa, 
Illinois, or Ohio. A theory that may be valid for Iowa is not necessarily sound 
for vast areas which have much less rainfall and entirely different farming 
practices dictated by nature and experience. 

Gradually there is an increase in diversification, but any student of agri- 
culture in the Great Plains can readily see that corn-hog farming cannot flourish 
where corn cannot be produced; that milk production is uneconomical where 
pastures cannot be maintained; that peanuts, cotton, and tobacco cannot be 
raised when climatic factors dictate otherwise. 

My experience in marketing grain for farmers for more than 30 years has 
given me some understanding of the mechanics of the so-called “free market.” 

The fact is that in times of surplus there is nothing which stands in the way 
of prices of below $1 a bushel for wheat and corn except price supports. 

The level of price supports determines the price level for grains except when 
they are scarce—and scarcity is contrary to the Nation’s best interest. 

Normally, we find that in times of surplus supplies of grains the farmer 
realizes somewhat less than the price support. Freight, warehousing, and 
trade discounts all figure in this. But if the price supports were not available, 
then the prices would drop very low indeed, as the history of the twenties 
demonstrated so tragically. 

I know, therefore, that a support level of 75 percent of parity would mean 
a price to farmers somewhat below that level. The farmer far distant from 
terminal markets would be hit the hardest. 


LACK OF UNITY ON THE FARM FRONT 


To me, one of the great modern tragedies is the lack of unity at the present 
time on the farm front. In my testimony I paid tribute to such men as Ed 
O’Neal and Earl Smith with whom I worked closely for years and who long 
represented the American Farm Bureau Federation before Congress. They 
were true friends of the farmers, sensible and realistic. They were too hari- 
boiled to fall for the empty copybook phrases which I find accepted as dogma 
by farm leaders newly arrived on the legislative scene. O’Neal and Smith sense 
the tremendous increases in farm costs which have taken place starting before 
World War II and from which there is no real retreat in sight. 

It is perfectly apparent that farmers will pay present or higher freight rates 
in the future. This is only one product of the legislated economy in which we 
live. From that legislated economy there is no real retreat in sight. We are 
not going to dissolve big industry, big labor, big finance—all underpinned by 
legislation, State and Federal. 

Similarly, electric and telephone rates, minimum wages, the 40-hour week 
for labor with time and a half for overtime and double time for holidays, and 
many other products of legislation affecting directly or indirectly the farm 
economy are, and will remain, with us. Enforeed prices, the product of pow 
erful and well-organized big business, are inflexible. They will not be dropped 
simply to accommodate farmers stripped of purchasing power. 

To pitch agriculture back into the morass of the twenties is unthinkable. 
To decry the legislative gains made by farmers as “regimentation” is pure hoz- 
wash. 

Indeed, I do not find any widespread demand on the part of those who decry 
“regimentation” for abolishing acreage allotments among tobacco producers. | 
find no demand from them for repeal of legislation under which marketing 
agreements for milksheds and various fruit and vegetable producing areas 
have been established. There is no demand from them to repeal the Sugar Act 

Those who would be the last to sacrifice the milk-marketing agreements ask 
for lower price supports for grains. Since when did it become the responsibility 
of grain farmers to assure dairy farmers low grain prices so that dairying can 
be assured of a profit? 

Thank God for the Congress of the United States: Except for Congress the 
grain farmers would have been sold down the river long ago. 

The grain farmer is producing abundantly and in the face of great difficulties— 
high-priced machinery, high-priced repairs, high-priced tractor fuel, and tle 
highest-priced labor in the history of American agriculture. 
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He is prepared to produce abundantly in the future if he is fairly dealt with. 
To help him, it is my opinion that these steps should be taken by Congress: 

A. Continue to use the old parity formula because it is fair to him. The 
new parity formula has not been justified by any evidence whatsoever that pro- 
duction costs justify a reduction in wheat parity. The same is true of corn, 
oats, rye, barley, grain sorghums, and flaxseed. 

B. Eliminate the sliding scale of support prices. This scale throws a road- 
block in the way of abundant production. 

©. Eliminate the authority of the price-fixers to place a ceiling on grain at 
100 percent of parity. Ceilings should not be placed at a lower figure than 110 
percent of parity; and, if legislation is adjusted accordingly, no ceilings will 
be necessary. 

D. Take steps that will assure grain farmers a real chance to obtain parity. 
At present it is hopeless for producers of oats, barley, and rye to obtain parity 
because imports from Canada move in with tariffs having been cut repeatedly 
until they afford no real protection. 

The same is true of feed wheat from Canada, which affects the United States 
market for all feed grains including corn. 

If it is a part of national policy to reduce tariffs and encourage imports from 
other countries, let that national policy be the burden paid by the whole people. 
The cost should not be saddled on the grain farmer who is paying the bill right 
now. 

BE. Eliminate the injustice which the new parity formula visits on a commodity 
which the Nation desires to stockpile. Insulate the grain producer from the 
cost burden that grain stockpiles which the Nation needs is placing on him. 
The new parity formula uses the average prices of the last 10 years. Stock- 
piles lower prices to farmers year by year, thus driving down the average prices 
which make up the 10-year parity formula. 

Why should future grain parity prices be reduced because grain farmers 
respond patriotically to requests for increased production? Why should grain 
farmers pay the full burden of the costs of grain stockpiles established in the 
interests of consumers—the whole people? 

jrain farmers are willing to give the Nation a full-supply contract. They 
will produce abundantly. But they cannot produce abundantly if it means 
that they must sacrifice their living standards, a reasonable margin of profit 
which provides the wherewithal to maintain their homes, to educate their 
children, to support their churches and communities. 

Parity is a perfectly reasonable goal for grain farmers as well as other farm- 
ers. It means parity of income, parity of opportunity, parity in the ability to 
finance decent living standards. 

I think we should be eternally grateful to Senator Kerr for introducing and 
advocating S. 2906, to establish support prices at parity. I think we should 
be similarly grateful to Senators Young and Russell for introducing S. 450 
and §. 2115. I think we should be ever appreciative that Chairman Ellender 
established this subcommittee to examine these proposals in detail. 

I believe their passage, supplemented by adequate legislative steps to protect 
grain farmers from imports which eliminate any chance for them to achieve 
parity, will contribute greatly to our country’s economic strength and stability. 

Let us be concerned about the economic security of millions of farmers, and 
their families, who produce grain. Without them, without great confidence 
among them in the future, we may be faced with scarcity or the road to 
vbankruptey prices, which is the road to deflation and depression. 

Instead, keeping our food defense needs always before us, let us move steadily 
down the road to abundance. If Congress does not act, the grain farmer will 
be penalized for abundant production. This, it seems to me, would be a most 
unwise direction for the Nation to take. Instead I urge correction of this 
situation at the earliest possible time. 


The Cuarrman. Mr. Johnson. 
Will you give your full name for the record, please? 


STATEMENT OF WARREN E. JOHNSON, PRESIDENT, WESTERN 
SOUTH DAKOTA SHEEP GROWERS ASSOCIATION 


Mr. Jonnson. I am Warren E. Johnson. My home is Spearfish, 
5. Dak. Iam president of the Western South Dakota Sheep Growers 
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Association. My organization is affiliated with the National Woo) 
Growers Association. However, I am representing only the Western 
South Dakota Sheep Growers Association on this occasion. 

I have been in the sheep and wool producing business practically 
all my life. I believe that through my 28 years of experience I have 
come to observe with reasonable accuracy certain conditions, which, 
if they are allowed to continue, will result in the loss of a great deal 
of our domestic wool production. 

You gentlemen, I know, are acutely aware of the fact that our Govy- 
ernment is at this time endeavoring to expand our domestic woo! 
production to the point of insuring 360 million pounds of shorn 
wool in this country annually. In view of our defense needs and of 
the strategic importance of wool fiber to the security of our Nation, | 
am sure we will agree that such a goal is necessary and desirable. 

I do not, however, believe the goal of 360 million pounds of do- 
mestic wool can be reached at the prices presently being received by 
wool producers. Rather than that it appears logical that present 
prices will have the effect of reducing sheep numbers and wool 
production. 

I have a chart here, table No. 1, showing stock numbers and woo! 
production in relation to price received by the producer. 

(The table referred to is as follows :) 


TABLE 1.—Stock numbers and wool production in relation to price received by th: 
producer 


! | 

Stock Wool produc-| Wool prices 
numbers ition (millions) (cents per 

| (thousands) | of pounds) | pound) 


388 
379 | 


! Weighted crop season national average. 
? Preliminary survey. 
3 Announced loan value, 


Source: Bureau of Agriculture Economics. 


Mr. Jonnson. At this point, I would refer your attention to the 
above table. I believe this table is self-explanatory, but I would like 
to direct your attention to certain conclusions which are apparent 
when the table is examined. 

Beginning with the top year of 1942 in both sheep numbers and wool 
production with a price which at the time was projected at 42 cents per 
pound you will note that stock numbers and wool production declined 
steadily through 1947. During this entire period the price received by 
the producer was relatively stable. How can we account for this de 
cline? I believe the paramount reason for the lessening of sheep 
numbers and the consequent decrease in wool production came about 
as a result of increased production costs all along the line. Increased 
production costs narrowed the gap between the operational expenses 
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of the producer and the price which he received for his product to such 
a degree that the margin of profit was too small for the rancher to 
continue in the sheep and wool business. Many ranchers did not leave 
their land idle, but they did find it necessary to stop emagers. | sheep 
and to go into some other agricultural enterprise which would give 
them fair return on their investment. 

It can also be noted from table 1 that an appreciable increase in the 
price received by the producer had the certain effect of increasing sheep 
numbers. Following the moderate increases of 1948, 1949, and 1950 
sheep numbers began growing. Between 1950 and 1951 sheep numbers 
were expanded by over 1,000,000 head with a consequent increase in 
wool production of 11,000,000 pounds. The 99.5 cent price of 1951 
scout sheep numbers up to nearly 28,000,000 head by preliminary 
count. 

I believe that if this cost-price relationship could be maintained, 
sheep numbers could be increased to the total of 360,000,000 pounds. 

I believe that it is fair to assume that a continued fair price for 
American produced wool would have had the continuing effect of in- 
creasing wool production to the 360,000,000 pounds which is now being 
established as a goal by the Federal Government. 

The Cuarrman. What do you consider a fair price? 

Mr. Jounson. I do not believe that wool can be produced in this 
country profitably for much less than the price we received last year, 
about $1. 

The Cuarrman. One dollar? 

Mr. Jounson. One dollar a pound. 

The Cuarrman. That is, grease basis? 

Mr. Jounson. That is right. 

Senator Aiken. You would have to restrict imports seriously, 
though, in that case; would you not? 

Mr. Jounson. There certainly would have to be something done. 

Senator Arken. We would get the whole world’s crop; would we 
not ¢ 

Senator Munpr. I think that that same thing that we were dis- 
cussing with Mr. Thatcher, with grain and barley, applies also to 
wool. 

Senator Arken. That is right. We cannot consider one problem, 
because we promptly raise another when we think we have found an 
answer to It. 

Mr. Jounson. I do not think there has been enough wool used in this 
country in the last 3 months even to mention, since the foreign markets 
are so far under ours. There is considerable dumping of wool from 
South America, dumping of wool tops, subsidized by the government, 
their governments, whereby they sell wool tops, which is a 48-cent 
product in this country, for the same price as you sell the grease wool. 

Senator Munpr. As a member of the farming industry, which has 


been pretty seriously hurt by taking so many boys off the farm to go 
into uniform because of the world situation, do you not think that the 
least that the military forces could do is to use American wool in :aanu- 
facturing uniforms they put on the backs of the farm boys? 

Mr. Jounson. It certainly seems logical to me that we should spend 
an American taxpayer's dollar for an American product, as long as it 
iasted. 
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Senator Arxen. Now, suppose we fix the price of wool, we will siy, 
at $1 a pound. Would we not then have to restrict imports very 
seriously, or the wool production would come in at a still further 
disparity with prices in other countries than it does today? The resi 
of the world would be crazy not to dump their wool on us. 

Mr. Jounson. I understand that the military 

Senator Munpr. Crazy not to, you mean ? 

Senator Arken. Crazy if they did not. That’s right. 

Senator Munpr. They would be crazy not to. 

The CHamman. Proceed, sir. 

Senator Arken. I think that I sponsored an amendment once, 3 or 
4 years ago, to maintain wool at 90 percent until we got the yield up 
to a certain figure, 360 million pounds of wool, and then the next yezr, 
I believe, that was made shorn wool, as I recall. But I think we 
should be more self-sufficient in wool. I am not criticizing your desire 
to make us so. 

Mr. Jounson. I think, for our own national security, it is almost 
necessary. 

Senator Arken. That is right. We should not have to depend on a 
source 10,000 miles away. 

Mr. Jounson. I have another chart, table No. 2, here. 

The Caamman. That chart will be placed in the record in connec- 
tion with your testimony, so that you can go on and explain it. 

(The table referred to is as follows:) 


TABLE 2.—Wool prices receiv by producers, compared with cotton and wheat 
prices 


; | 
Wool! | Cotton? | Wheat? | Wool! | Cotton? Wheat? 
(per pound) (per pound)) (per bushel) || (per Pound) |(per pound) | (per bush¢ 








| 

| Cents 
$1.10 |! es 7 | 30. 38 

| 1.36 | esbiah tani : 28. 58 

.41 Sistine 40 07 

| of Sctbichapeial f 37. 60 | 
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1 Weighted calendar-year national-average price. 
2 Weighted crop-season national-average price. 


Source: Bureau of Agriculture Economics. 


Mr. Jounson. This shows the comparative prices of wool and cot- 
ton and wheat during these periods. 

As you will note, the above table refers to the prices received by 
wool producers compared with prices received by producers of cot- 
ton and wheat. I believe the American wool grower is entitled tc 
price increases that are comparable to those increases on other farm 
»sroducts. As you can see from the table above, wool prices have not 
een maintained in close harmony with those being received for wheat 
and cotton. 

While the price of wool continued stable during the years of World 
War LI, the price of both cotton and wheat increased along with in- 
creasing production costs. Meanwhile, production costs for wool were 
increasing each year. In 1942 grain cost from $20 to $30 per ton. 
while in 1952 the price had risen to approximately $80 a ton. During 
that same period hay in our part of the country rose from $10 to $35 
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ver ton. Soybean cake showed a rise from $60 per ton to $115 per ton. 

Where herders could be obtained for from $100 to $125 in 1942, it now 
costs from $200 to $250 to hire a man at the present time. Between 
1942 and the present time both cotton and wheat approximately 
doubled in price. In 1942 wool was sold at 40.1 cents per pound, and 
at the present time the support price as announced * the Depart- 
ment of Agriculture is 54.2 cents. And that is approximately at more 
than the present market. The only time within recent years in which 
the price relationship between wool, cotton, and wheat was established 
was during the brief period of 1951. 

You gentlemen undoubtedly know as much about the reasons for 
the decline in wool prices as I do. Perhaps the casual factors are 
competition from outside the United States, dumping of wool from 
Uruguay and Argentina, or the interpretation by the Defense Estab- 
lishment of the so-called Buy American Act when the armed services’ 
procurement regulations were written. ‘The factors are undoubtedly 
many in number. 

In presenting this statement, I realize that it is considerably easier 
to state the problem than to provide the solution for that problem. 
Perhaps a reexamination of the parity formula as it applies to wool 
would be timely. The over-all problem is for this committee to con- 
sider. I do hope that some means can be found to render wool pro- 
ducers a just price for their product and a fair return for their in- 
vestment. 

The Cuatrman. I would like to point out to you that for the years 
that we assisted the wool growers, as Senator Aiken stated awhile 
ago, in 1947, the actual cost to the Government was $33,484,669; and 
in 1948 it was $19,501,357. In 1949 it was over $12,000,000, and in 
1950 it was $1,755,942. In 1951 it was $142,596. 

Senator Arken. Mr. Chairman, I wonder if some of that expense 
was not expense on wool which was accumulated in previous years. 
The Government did not take any wool. 

The Cuarrman. Irrespective of when it was accumulated, it was 
an expense to the Government. That is what I pointed out. 

Senator ArkeNn. I see. 

The Cuamman. The entire cost from October 17, 1933, through 
February 29, 1952, amounted to $92,141,738. 

Mr. Jounson. In 1943, I could not sell my wool to anybody but 
the Government—it was illegal—for over 3,000 pounds. I was glad 
to do it. That was fine. The price was set. And for those 5 years 
the price was set and tended to be the same, 42 cents. It just varies 
because of the difference of grades and the prices they paid on the 
different grades of wool. The only way they could have lost that 
money after those periods was on the wool that they had accumulated 
during that forced period, when they took the wool, not always with 
the grower’s consent. 

Senator Arken. That was regrading and selling some lower grades 
at lower prices, and things of that sort. 

Mr. Jounson. That is right. 

The Cuarmman. What I was trying to point out was the cost sus- 
tained by the Government in this wool program. That is all, and 
nothing else but that. 





250 FARM PRICE SUPPORTS AND PRODUCTION GOALS 


Mr. Jounson. And the price immediately came up following those 
years when the Government quit taking it, as way this chart. It 
increased 7 cents a pound the first year after they quit buying. 

Senator Arken. Did not the heavy accumulation of Government 
wool, plus the very large stocks that Great Britain had on hand, de- 
press the price very seriously during the mid-1940’s ¢ 

Mr. Jounson. That is right. 

Senator Arken. Immediately following the war. And then the 
stocks cleaned up a little quicker than they expected them to, and in 
1947 the price started up, and in 1948, 1949, 1950, and 1951, you got 
good prices. 

The Cuatrman. Are there further questions? 

Senator Munpt. I would like to ask this question. 

The Cuarrman. Senator Mundt. 

Senator Munpr. Mr. Talbott was in my office a few days ago dis- 
cussing different legislative approaches to this problem, one of which 
was to put wool, along with certain commodities—wool is what we are 
discussing today—on the same basis as the basic commodities, includ- 
ing it among the loan-support prices. Do you think that would be of 
assistance to the grower / 

Mr. Jounson. | am convinced in my own mind that we would never 
be able to survive as a sheep industry with a price somewhere near the 
parity figures quoted here. For some reason or other, there is much 
labor in the sheep business that is not figured. I understand that the 
labor gets six points’ credit in the sheep business in figuring parity. 
And the sheep business is almost like it was 30 years ago as far as 
mechanization is concerned. You cannot mechanize. You still use 
a tremendous amount of manpower. And, with only six points’ credit, 
this parity will never reflect the true operating costs. 

Senator Munpr. In other words, you do not believe that the com- 
ponent parts that go in to make up the parity have been properly 
evaluated in terms of modern costs? 

Mr. Jounson. That is right. 

Senator Munpr. So, without finding a new parity formula, or a 
formula for parity that comes up with a higher figure, it would not 
do you any good to get 100 percent of parity ? 

Mr. Jonson. No. 

The Cuatrman. Are there any further questions? 

(No response. ) 

The Cuarrman. Thank you very much, sir. 

Mr. Jounson. Thank you very kindly. 

The Cuatrman. Mr, Secretary. 


STATEMENT OF HON. CHARLES F. BRANNAN, SECRETARY OF AGRI- 
CULTURE, ACCOMPANIED BY W. CARROLL HUNTER, SOLICITOR, 
AND 0. V. WELLS, CHIEF, BUREAU OF AGRICULTURAL ECO- 
NOMICS, DEPARTMENT OF AGRICULTURE 


The Cuarrman. I am sorry we had to keep you waiting, Mr. 
Secretary. 

Secretary Brannan. I am glad to help. 

Mr. Chairman, I am glad to have this opportunity to testify con- 
cerning S. 450, a bill to encourage expanded production of needed 
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agricultural commodities; S. 2115, a bill to continue the existing 
method of computing parity prices for basic agricultural commodities, 
and S. 2996, a bill to amend the Agricultural Act of 1949, and for 
other purposes. 

But, before proceeding to an analysis of the bills, I should like to 
outline some of the facts in the present situation. 

As the members of this committee all know, we are faced this yea 
with the biggest, and perhaps the most difficult, farm production ‘ob 
inall our history. As we look into the future, there is ever y indication 
that we shall need even greater production next year and in the years 
thereafter. Our population today is about 156 million. By 1975 we 
may have 190 million or more. We shall need increasing production 
per man-hour, per acre, and per animal to meet this growing demand 
for food and fiber. 

This year, total civilian food consumption, if the food is available, 
will reach an all-time high. Most of our working people are employed, 
wnd at relatively good wages, which has meant a strong demand for 
food. 

Needs of our growing Armed Forces must also be met in full. Pro- 
duetion of planes, ships, tanks, guns, and other munitions must be 
kept high, for men cannot fight without weapons. But food produc- 
tion must be kept high, too, for, if men cannot fight without weapons, 
neither can they fight without food. If you agree with that reason- 
ing, you also will agree that American farms are “defense plants” 
just the same as the factories turning out weapons are “defense 
plants.’ 

Exports of food and fiber to friendly nations abroad also must be 
considered in the making of production plans. Food supplies from 
the United States have been a great force in combatting what Presi- 
dent Truman has called “stomach communism,” thus furthering the 
diplomatic objectives of this country tremendously. 

Besides these current needs, we also ought to build up reserves of 
several key commodities. One very bad crop year, or 2 years of low 
production in succession, could be disastrous. You may recall that 
we had a poor growing season for corn in 1947, when the smallest crop 
since 1936 was harvested. In 1948, as a result, we had considerable 
liquidation of livestock by farmers caught short of feed. You know, 
of course, that the 1951 corn crop fell substantially below production 
goals. As a result, some cut-backs in livestock production are already 
in proe ess. 

To increase agricultural production, American farmers must plow 
up much more Jand or increase yields per acre. On the basis of a 
recent study, assuming normal yields, we would have to find about 
35 million more acres of cropland than is available to meet current 
requirements and to build up reserves to desirable levels in 1952-53. 
That is equal to the total 1951 planted acreages of Missouri, Indiana, 
and Ohio. 

Thus, if we cannot get the larger on we need horizontally, 
from increased acreage, we must obtain it vertically, from higher 
yields. 

We need adequate tools to do the job, and when I speak of tools I 
do not mean only supplies of machinery, fertilizer, pesticides, and 
other production equipment. 
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One of the most important factors—or tools if you please—for in. 
creasing farm production and farming efficiency is a favorable price 
climate. Favorable income and price prospects are the most effective 
keys for unlocking the door of better agricultural technology. 

Better production methods pay dividends, of course, but they take 
an initial outlay, and this outlay needs to be justified by the price and 
income situation and prospects. 

We have a price-support system that has brought a good deal of 
stability to farm prices. It has proved its worth again and again for 
such crops as corn, wheat, cotton, and tobacco. 

For the 1952 season, we again are relying on price supports to help 
us maintain agricultural production at the high levels the present 
emergency requires. Price-support programs already have been an. 
nounced for a large number of commodities or commodity groups. In 
the case of 12 of these commodities—wheat, corn, cotton, tobacco, rice. 
peanuts, butterfat, milk for manufacturing, wool, soybeans, cotton- 
seed, and crude pine gum—price support is at 90 percent of parity. 
The major feed grains—barley, oats, rye, grain sorghums—are being 
supported at levels comparable with corn. Other price-support pro- 

rams announced include flaxseed, dry edible beans, American- 
“gyptian cotton, hay and pasture seed, winter cover-crop seed, honey, 
and mohair. 

But as all of you know, there are gaps and weaknesses in the price- 
support structure. It is my understanding and impression that the 
objectives of the bills which we are now considering are to overcome 
some of these gaps and weaknesses. 

Farm gross income was at a record high last year, and the prices of 
some farm commodities are currently above parity. These two facts 
have helped to create a widespread misconception that farm net in- 
come and prices generally must now be more than satisfactory. 

The truth is that while gross income hit an all-time peak last year, 
so did farm costs. The realized net income of farm operators in 195! 
amounted to $14.9 billion, more than $2 billion, or about 13 percent. 
less than in 1947. 

Last year’s total nonfarm income, on the other hand, was 37 percent 
ebove 1947. 

In fact, though farm operators produced last year at close to the 
all-time high, the buying power of their realized net income was lowe: 
than for any year from 1942 to 1948, inclusive. 

As for farm prices, a few products have been, and are, above parity. 
but the great majority are below parity, and some are very far belov 

arity. 
2 The price of hogs is an example. Last August, before the 1951-): 
hog supplies started moving to market, farmers were averaging parit) 
for hogs. In mid-March, the United States average price received by 
farmers was down to 77 percent of parity. 

Consequently, we have an unfavorable hog-corn ratio. In mid: 
March the hog-corn ratio on a United States average farm basis wa: 
10.1 compared with a long-time average for March, 1922-51, of 1) 
When the ratio is so low as it is now, hog producers cannot profitably 
maintain high levels of production. 

Eggs are another example. In mid-March the United States average 
price received by farmers for eggs was 33.9 cents a dozen. Seasonal!) 
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adjusted, this works out to 77 percent of parity. Again we have an 
unfavorable egg-feed ratio. In mid-March a dozen eggs sold for the 
yalue of only 8 pounds of poultry ration, compared with a long-time 
average of 10.8 pounds for the month of March. 

These price situations have created problems for egg and hog pro- 
ducers. They also have led farmers and farm group leaders to raise 
questions as to why producers of these commodities should not be 
entitled to the same price-support protection as other farmers. I shall 
touch on this problem in more detail later in my testimony. 

Let us now proceed to an analysis of the bill S. 450, “a bill to encour- 
age expanded production of needed agricultural commodities.” 

This bill would amend title III of the Agricultural Act of 1949 
which specifies the levels and methods of support for agricultural com- 
modities which are neither basic commodities nor designated nonbasic 
commodities. 

Under S. 450, whenever the Secretary of Agriculture determines that 
it is necessary to encourage the expansion of production of any non- 
basic agricultural commodity not designated in title IT, and makes a 
public announcement to this effect, the Secretary would be required 
to support the price of such commodity at not less than 90 percent of 
parity for a 2-year period following the end of the emergency. 

The methods of support authorized under the proposed bill are the 
same as the methods currently authorized for other commodities under 
title III, namely, by loans, purchases, and other operations. Since 
this legislation covers only commodities subject to title III of the 
Agricultural Act of 1949, it would not be applicable to either (a) the 
six basic commodities—corn, wheat, cotton, rice, peanuts, and to- 
bacco—which are covered by title I, or (6) wool—including mohair— 
tung nuts, honey, Irish potatoes, milk and butterfat, which are covered 
by title IT of the Agricultural Act of 1950. 

The proposed bill is quite similar in many respects to section 4 of 
the act of July 1, 1941, the so-called Steagall amendment, passed by 
the Congress early in World War IT. 

Under the Steagall amendment, the Secretary of Agriculture was 
required to support for a 2-year period following the end of hostilities 
prices of nonbasic agricultural commodities for which the Secretary 
had, by formal announcement, requested a production increase. Ini- 
tially, the Steagall amendment required such commodities to be sup- 
ported at not less than 85 percent of the parity or comparable price. 
Under the act of October 2, 1942, however, this minimum level was in- 
creased to 90 percent of the parity or comparable price. 

During the period the Stegall amendment was in effect, the follow- 
ing commodities were designated as Steagall commodities: Hogs, 
eggs, chickens—excluding chickens weighing less than 3 pounds live 
weight and all broilers—turkeys, milk and butterfat, dry peas of cer- 
tain varieties, certain varieties of dry edible beans, soybeans for oil, 
peanuts for oil, flaxseed for oil, American-Egyptian cotton, Irish po- 
tatoes, and sweetpotatoes. 

The Department concurs in the over-all objective of the bill which 
is to giveeprice protection in the postemergency readjustment period 
to producers who increase production at the request of the Govern- 
ment in order to meet emergency requirements. The guaranty of such 
price protection in World War IT, in our opinion, was one of the most 
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important factors enabling American farmers to increase food pro 
duction to record levels in a short period of time. 

A bill of this type would be of distinct advantage. Farmers wou! 
know that they would receive at least the highest level of permissive 
support ordinarily available under the Agricultural Act of 1949; tha 
is, 90 percent of parity for 2 years after the end of the emergency 
With this assurance, farmers would be more likely to do all they could 
to increase production. Certainly an assurance of 90 percent of 
parity would help in maintaining or further increasing production. 

The question arises, however, as to whether under this bill we might 
again find ourselves facing the same kind of situation that prevailed 
with respect to perishables under price support operations following 
World War IT. 

We are not likely to forget the difficulties we had with the potats 
support program—nor with eggs and other perishables. As you 
know, we purchased eggs after the war te bring prices up to support 
levels, and we ended up with a costly and unmanageable surplus of 
dried eggs which nobody really wanted. To dispose of these stocks 
in recent years, we either donated them for relief purposes as au 
thorized under section 416 or sold them at extreme bargain prices to 
get rid of them before they spoiled. 

On December 31, 1950, the egg price-support program was disco) 
tinued, with total losses that have been exceeded by only one other pro 
gram—the potato program. Through February 29, 1952, the net. loss 
from the egg program totaled $180 million, which is almost. one-fift] 
of all Commodity Credit Corporation losses on all commodities afte: 
18 years’ operation. A substantial part of this loss was realized after 
the program was discontinued. 

In this connection you might be interested in knowing that CC( 
still has on hand dried eggs which we bought in 1950. This back 
ground of experience on eggs is the principal reason we have not ar 
nounced a CCC price-support program for eggs this season—eve) 
though farmers are faced with unfavorable feed ratios. 

This is a major problem that might well develop under S. 450, uw 
less the Secretary of Agriculture is given proper tools with which to 
support perishables.. 

Let me develop this point a little further. 

Under the bill the Secretary would be faced with the alternative 
of either (1) not announcing any goals at all for perishable products, 
or (2) announcing goals and then supporting prices. The problems 
that could arise if the latter approach is taken are illustrated by 
the attached chart on losses realized by CCC since its inception in 
October 1933. 

The table to which I make reference is the last one, Mr. Chairman. 
in this statement which has just been handed to you. 

The Cratrman. All exhibits that you have attached to your state- 


ment will be incorporated with your statement. 

Secretary Brannan. Thank you, sir. 

Losses on perishable products account for most of CCC’s total loss. 
This is something of direct concern to all farmers because ¢we know 
that the enemies of price support frequentiy use these losses to under- 
mine the programs on storables where price support has given farm- 
ers so much protection at so little cost. 





ru 
m 


m 


er 
Wl 


FARM PRICE SUPPORTS AND PRODUCTION GOALS 255 


The bill does not take action in another area of price support where 
action is most needed at this time, namely, the elimination of the 
sliding scale for basic commodities. The sliding scale provisions are 
clearly not a desirable approach to price support. As the President 
pointed out in his Economie Report to the Congress on January 16: 

The “sliding scale” in existing price-support legislation has aroused con- 
cern in the minds of many farmers, who fear that their cooperation in expand- 
ing production to meet the present emergency might later result in serious losses 
to them. The Government’s price-support operations obviously should further 
attainment of production objectives, and they should not penalize producers 
for their full and patriotic cooperation with the agricultural program. I there- 
fore recommend that the sliding scale provisions of the present agricultural 
legislation be repealed for this purpose. 

The President’s objection was based in part on the fact that the slid- 
ing scale gives farmers no legislative assurance that record produc- 
tion, plus a sudden change in demand, might not find them next year 
operating at 7% percent of parity. In such a case, the farmers who 
had cooperated in the effort to obtain increased production would 
certainly not receive fair treatment. The philosophy, inherent in the 
sliding scale, that farm production should be adjusted downward by 
decreasing the level of support provides farmers with the least pro- 
tection when protection is most needed, and is neither a fair nor logical 
approach to the price support problem. 

Senator Arken. Mr. Chairman, may I ask the Secretary when he 
came to the conclusion that what he now calls the sliding scale is 
undesirable ? 

Is it because of the emergency ? 

Secretary Brannan. Senator Aiken, I think—— 

Senator Arken. It contrasts so with the attitude of the Department 
at the time the legislation was enacted. I wondered when the De- 
partment came to the conclusion that the flexible formula, as we called 
it then, was undesirable and unworkable. 

Secretary BRANNAN. Senator Aiken, when you use the term “When 
the Department made up its mind on that point,” I am not quite pre- 
pared tosay. But I do think you will find that ever since I have been 
testifying on this problem, I have pointed out what I thought were 
serious defects in the so-called sliding scale. 

Senator Arken. As I recall it, you had Mr. Farrington testify for 
the Department at the time the legislation was passed. 

Secretary Brannan. That was in 1948, was it not, Senator or 1947? 

Senator ArkeNn. Yes, the fall of 1947, and we had various hearings 
through 1949. 

I was just wondering, when did the term “sliding scale,” come into 
general use? 

Secretary Brannan. Senator, if I may be completely frank with 
vou, I understood that you asked that question of another witness 
the other day. 

Senator ArKen. I did. 

Secretary Brannan. And since that time, I have been trying to 
run back to the place where it first begins to appear in the written 
material of the Department, and it has been appearing in the written 
material of the Department for a considerably long time. 

Senator Arken. I think that you are right, about that, but not gen- 
erally. It did appear in the fall of 1947. It was used once. I forget 
whether you or Mr. Farrington used it. 
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Secretary Brannan. Ever since I came into contact with the agri 
cultural economists, I have heard the term used. And as a matter of 
fact, I think one of the real questions on terms and interpretation of 
terms really revolves around this question of flexibility, because in t\\e 
same period of time to which you made reference a moment ago, back 
when Secretary Anderson presented the so-called long-range testi- 
mony, we were using—at least I thought we were, and you were, sir, 
using—the term “flexible” almost entirely with reference to method. 

I have here, for example, a quotation in 1945. That was the lony 
range statement, was it not, 1945, or a little later than that? 

Senator ANprerson. It was the long-range statement in the fa! 
of 1945. 

Senator Arken. I think it is immaterial, anyway, but I just vet 
curious as to why it came in general use in the last 3 or 4 months. 

Secretary Brannan. Senator Aiken, it has been in general use | 
think ever since we have been testifying about it; at least, since I have. 
And I may say to you very frankly that it was because it was essentia| 
to get away from the term “flexible” as the exclusive determination 
of that, because that put a lot of the former people in a very difficult 
position. If this means “flexible”; I mean, if “flexible” is the only 
description that you can apply to what is commonly understood now 
by the term “sliding scale,” then a lot of people are going to be incon- 
sistent on the face of the record. 

Senator Arken. Of course, as I suggested the other day, maybe 1 
would be better to refer to it as the escalator clause, rather than a 
sliding scale. 

Secretary Brannan. Well, I sure will not argue with anybod) 
about terminology. 

Senator Arken. It is immaterial. 

Secretary Brannan. Just so we all understand what we are talk- 
ing about. 

Senator Aiken. My curiosity got to working. 

The Cuairman. Proceed, Mr. Secretary. 

Senator ANperson. The Department then is recommending a flat 
90 percent for a base / 

Secretary Brannan. No; I am just now testifying on S. 450. 

Senator Anperson. You would amend it by eliminating what yo 
call a sliding seale and providing mandatory support for the basics at 
90 percent of parity. 

The Cnarrman. That would be true for the emergency, I suppose. 

Secretary BRANNAN. Or 2 years thereafter, as the Steagall otal 
phy goes. 

Senator Aiken. You would apply the 90 percent to all basic com 
modities ¢ 

Secretary Brannan. Yes, sir. 

Senator Arxken. What commodities do not have 90 percent support 
now ¢ 

Senator Anprerson. Title IT. 

Secretary Brannan. There is a table on page 18. 

Senator Aiken. Was your authority inadequate to fix the support 
at 90 percent / 

The Cuatrrman. In that connection it was stated this morning thi! 
under section 402 of the act of 1949 you had ample authority to do 
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what you are asked to do under S. 450. What have you got to say 
about that? 

Secretary Brannan. I don’t think that is quite correct, Mr. Chair- 
man, because certainly the fundamentals of the Steagall amendment 
are that it makes a commitment now which will remain in force or 
effect for several years unless the Congress just naturally backs right 
out of its undertaking and commitment to farmers. 

Even if we admit—and I don’t admit—that I have a right to just 
move these parities and support levels all around the board there, but 
if we did, it is a discretionary and only a temporary arrangement. 

Now this is a commitment to the farmer who is going out and buy- 
ing a large quantity of machinery to get into, let us say, the cotton 
business, and it would take him 2 years to liquidate or get out. That 
is the protection that is meant. 

The Cuairnman. Except for the 2-year provision, would you say 
then that you would have authority under section 402 to do this? In 
other words, under S. 450, it is to continue for 2 years after the 
emergency. 

Secretary Brannan. That is right. 

The Cuarrman. Now under the present law you would not have 
that authority. 

Secretary Brannan. I would not have any authority to make a com- 
mitment beyond the immediate crop year. 

The Cuarrman. I understand, but except for the period of com- 
mitment you could under the present law, as I understand it, do what 
you are asked to do under 8. 450. 

Secretary BRANNAN. You mean the Secretary of Agriculture could 
move the levels of support of some of these commodities up to 90 per- 
cent of parity. 

The Cuarrman. Or 110, if you wanted to. 

Secretary Brannan. No; | don't think so. While there is phrase- 
ology in there which under very particular circumstances the Secre- 
tary of Agriculture in an emergency could raise it to other figures 

The Cuamman. That is what I had in mind. 

Secretary Brannan. It is clearly not the intention of the law that 
he exercise that except where those particular circumstances exist. 

The Cuairman. I understand. 

Secretary Brannan. And I don’t think it would be appropriate to 
say the Secretary of Agriculture could just arbitrarily move every- 
thing up to or above 90 percent of parity without the hearings, with- 
out the justifications which 

The ete I understand that, Mr. Secretary, but under the 
law as I understand it: You followed the yardstick written in the 
law, and you found out that a certain crop was necessary during this 
emergency, you could fix a re pnt gare level at 100 percent or 110 
percent of parity, if you desired, and you thought it was necessary in 
order to have that crop produced, could you not ¢ 

Secretary Brannan. If it was necessary to get production. 

The Cuamman. That is what I am talking about. 

Senator Aiken. Yes, but suppose the OPS says they were going 
to stop at 100 percent, then what do you do next if you find it is neces- 
sary to put milk at 150 or 140 eae as was done during World 
War II¢ The OPS says the ceiling on milk is 100 percent. What 
do you do? 
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Secretary Brannan. Well, we work it out with OPS. 

Senator Arken. That is not easy. 

Secretary Brannan. Well, it has been so far. But it is my under- 
standing that without respect to the OPS law, we can set parity. 

Senator Arken. Do you think your authority would supercede the 
OPS law? 

Secretary Brannan. I think it would. Judge Hunter, isn’t that 
a correct interpretation of it? 

The Cuatrman. Will you give your name for the record? 

Mr. Hunter. Iam W. Carroll Hunter, Solicitor of the Department. 

The question was what ? 

Secretary Brannan. The question was whether or not if the De- 
partment of Agriculture determined under its legislation to increase 
the level of support of a particular commodity in order to incur needed 
production thereof above a level which had been fixed by OPS as 
ceiling, whether or not we could fix it at above the ceiling level. It is 
my understanding that we could do so. 

Mr. Hunrer. A recent amendment to the emergency price legisla- 
tion I think said there is nothing stated in that legislation that shal! 
affect the Agricultural Act of 1949. 

Senator Arken. Is that also the interpretation of the OPS counsel! ! 

Mr. Hunrer. I don’t know. 

Senator Youne. You should not be able to extend price-support 
levels beyond your term of office either, would you? 

Secretary Brannan. No, sir. That is the substance of the pro- 
posed amendment, you see, the assurance to a man Who is going to 
get into this particular business that if he went out and spent $10,000) 
for machinery tomorrow, that he was not running any risk of having 
something happen which would cause him to lose the total investment. 
That was the theory of the Steagall amendment, and I think it was 
sound. 

Senator Arken. Let me ask the Secretary or Mr. Hunter this. As 
I understand it in the act there was a specific exemption of dairy prod- 
ucts or products sold under marketing agreement acts. Wouldn’t tha 
specific exemption for that type of farm commodity assume that a! 
other farm commodities would not be exempt, Judge? 

Mr. Hunrer. The emergency price legislation as to operations 
under the Agricultural Act of 1949 

Senator Aiken. That’s right, the Secretary is specifically author 
ized, or the OPS is prohibited from interfering with your fixing the 
price of milk to where it is sold in a marketing agreement area. 

It seems to me that where we pass legislation to specifically exempt 
one type of commodity under certain conditions, maybe other at- 
torneys might say that the other commodities under other conditions 
would not be exempt. 

Mr. Hunver. To me it is fairly clear, Senator, that our activities 
in support of prices under the Agricultural Act of 1949 are over 
and above the emergency price legislation. 

Senator Arken. I would hope so, but I am wondering if you could 
get away with that interpretation. I would hope you are right, Judge, 
but I am inclined to think you would meet some opposition. 

Senator ANperson. Will you restate that, because I missed the last 
part. 
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Mr. Hunrer. I interpret the maximum price legislation not in any 
way to affect our price support operation under the Agricultural Act 
of 1949, just the same as it does not affect our milk marketing orders 
under the Agricultural Marketing Agreement Act of 1946. 

Senator ANnperson. Then you would not subscribe to the theory 
that the failure to enumerate certain things 

Mr. Hunver. The act expresses that in 1949, the maximum price 
list. 

Senator Aiken. The wording of Public Law 774, Eighty-first Con- 
gress, Says: 

Nothing contained in this act shall be construed to modify, repeal, supersede 
or affect the provisions of the Agricultural Marketing Agreement Act of 1937 
as amended, or to invalidate any marketing agreement license or order or any 
provisions thereof or amended thereto heretofore or hereafter made or issued 
under the provisions of such act. 

Mr. Hunvrer. That has been amended though. 

Senator Arken. Well, what does the amendment say ? 

Mr. Hunver. It refers to the Agricultural Act of 1949. 

Senator AikEN. | see— 
modify, repeal, supersede, affect the provisions of either the Agricultural Act 
of 1949 or the Agricultural Marketing Agreement Act of 1937. 

I guess you are right. 

The Crarrman. Mr. Secretary, the next question I would like to 
ask you is, do you know of any crops at present in which you think 
there ought to be greater production, and if your answer is yes, what 
are you going to do or \ 3 it are you doing towards trying to obtain 
this record production / 

Secretary Brannan. Mr. Chairman, when we got the intentions- 
io-plant report at the beginning of last month, we were disturbed by 
the fact that the apparent intentions to plant corn were not as high 
as we had hoped they would be. 

Since that time we have put on as intensive a campaign as we could 
to induce farmers to plant the necessary additional acreage of corn 
this coming season. We have done everything I should say, short 
of increasing the loan level above 90 percent. 

The Cuamman. What results have you obtained through that 
method ¢ 

Secretary Brannan. We will have another report the first of next 
month which, I think, will give us some pretty accurate indication. 

The Cuarmman. Is corn or grain the only crop that you have made 
such a—— 

Secretary Brannan. Feed grains are the major ones. 

The Cuarrman. What about cotton ? 

Secretary Brannan. You will remember we are not permitted to 
issue a report on cotton intentions, cotton acreages. Therefore we 
don’t have an official figure on that. 

I might say that the informal indications are that the acreages will 
be s satisfactory. 

Senator Arken. Mr. Chairman, I am still concerned with that 100- 
percent ceiling arrangement. I am wondering whether the Depart- 
ment has any ‘underst: anding with the Director of Mobilization to the 
effect that they will not undertake to impose ceilings on agricultural 
commodities, on any agricultural commodities where such ceilings 
might interfere with planning or plans for production. 
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Secretary Brannan. Senator Aiken, I don’t remember having ds 
cussed that one and reaching a conclusion. That particular subject 
as to our relative responsibilities that comes into many discussic)s 
has been dealt with in an entirely friendly manner, and I don’t think 
there is any wide difference of opinion. 

Senator Arken. For instance, what is the proposed planting fo 
potatoes this year? Is it up to your goal ? 

Secretary Brannan. Mr. Wells, can you give us that figure? 

The Cuarrman. Will you identify yourself for the record? 

Mr. Wetts. O. V. Wells, Chief of the Bureau of Agricultura) 
Economics. I think the report is slightly under the goal. 

Senator Arken. About a million acres. 

Mr. Wetts. Oh, no; in the neighborhood of 100,000 acres. We wil! 
get that information. 

Senator A1rkeEN. But we know that there is an extremely widespread 
are among the farmers over the ceiling imposed on the potatves 
yecause you are likely to have a half crop of potatoes and with that 
you can’t possibly break even with 100 percent of parity, and I am 
wondering whether the ty, Ewe has protested that ceiling on 
potatoes to the Mobilization Director or not. 

Secretary Brannan. Senator Aiken, we were asked for our views 
on the ceiling levels for potatoes before they were announced, and 
an amendment also before it was announced. We expressed our views 
on them at the time, but when the decision was made, we have not 
continued to harass or bother the OPS about it. 

Senator Arken. Would you mind telling the committee what your 
views were ¢ 

Secretary Brannan. I am not sure that I can—I have forgotten 
what the amendments were and what the basic proposals were. It 
would be a little bit difficult. 

Senator Arken. You remember whether you approved of the 10 
ceiling on potatoes or not, don’t you, and if you disapproved, whiat 
steps were taken to prevent it? 

Secretary Brannan. All we can do and all we should do, it seem: 
to me, is to represent the facts as best we can to OPS, and that we 
have done. 

Senator Arken. What were the facts as you saw them? 

Secretary Brannan. A short potato crop this year, which con 
fronted everybody with the fact that there were going to be hig! 
prices. 

Senator ArkeN. Do you think we should have 100-percent ceiling: 
if the imposition of such ceilings tends to reduce plantings below the 
goals which you have set ? 

Secretary Brannan. No, I don’t think so. 

Senator Arken. And you have made that representation to the 
Director of Mobilization ¢ 

Secretary Brannan. Senator, I would rather just lay our recom 
mendations in full on the table rather than try to state them. 

The Cuairman. Suppose you do that, Mr. Secretary. 

Senator A1ken. That will be satisfactory to me. 

The Cuarrman. And place it in the record at this point. I hav 
been receiving quite a few complaints myself with respect to the 
potato ceiling, particularly in reference to this: that here is a nev 
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crop coming on in the southern part of the country, and the ceilings 
fixed on the new crop for May are the same as the old crop in Wis- 
consin. That doesn’t seem reasonable to me nor to the growers of 
early potatoes in my section of the country. 
DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, April 29, 1952. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 

Dear Senator Evtenper: In accordance with your request I am enclosing 
material for insertion in the record (see p. 399 of the transcript) concerning 
potato price ceilings. Included is a copy of our letter of December 29, 1951, to 
the Director of Price Stabilization certifying the legal minimum prices for Irish 
potatoes adjusted for location and seasonal differentials. These legal minimum 
prices were for United States No. 1 grade potatoes in bulk lots at the farm and 
were designed to reflect the parity price of potatoes to the grower. The location 
and seasonal differentials were based as closely as possible on the average 
relationships which exist for a normal crop. 

Material developed in support of these adjustments is on file in this Depart- 
ment, and primarily consists of a detailed description of the manner in which 
the adjustments were made. For these reasons we have not enclosed the sup- 
porting material but this additional material is available if you require it. 

Also included is a copy of a letter from G. F. Geissler, Administrator of the 
Production and Marketing Administration, to the Director of Price Stabilization, 
dated February 7, 1952, concerning the adjustments in potato ceilings for ab- 
normal crop conditions. 

Sincerely yours, 
CHARLES F. BRANNAN, 
Secretary. 
Enclosures. 


DecemMpBer 29, 1951. 
Hon. Mronaen V. DISatte, 
Director of Price Stabilization. 

Dear Mr. DiSatte: Section 402 (d) (8) of the Defense Production Act imposes 
upon the Secretary of Agriculture the responsibility for determining legal mini- 
mum prices for agricultural commodities, and as appropriate for any commodity, 
adjustments in such prices for grade, location, and season differences. The 
United States average legal minimum price for Irish potatoes, as announced 
on November 30, 1951, was $1.83 per bushel, or $3.05 per 100 pounds. Such legal 
minimum price was established on the basis of parity price for potatoes as of 
November 15, 1951. This figure represents the United States average price 
of potatoes for all grades, varieties, sizes, and locations and does not reflect 
the applicable adjustments for grade, location and seasonal differentials re- 
quired by the act. Therefore, I have determined the location and season adjust- 
ments of the legal minimum price for Irish potatoes as of November 15, 1951. 

Official price statistics according to grades for the past several years are in- 
fluenced heavily by surplus production, relatively low prices, and price-support 
activities. Therefore, appropriate statistical data to determine price differ- 
entials by grades are insufficient or lacking. It is recommended, however, that 
the Office of Price Stabilization provide an allowance for grade price differences 
n the market. In this connection, discussions have been held between the staff 
of the Fruit and Vegetable Branch of the Food and Restaurant Division of your 
agency and the staff of the Fruit and Vegetable Branch, United States Depart- 
ment of Agriculture. Our Fruit and Vegetable Branch is prepared to recommend 
the amount of premium or discount that should be assigned to the various grades, 
sizes, and varieties under normal crop conditions. It is possible that periodic 
changes in these premiums and discounts may become necessary because an in- 
sufficient statistical basis currently exists for accurate determination. However, 
our Fruit and Vegetable Branch personnel will cooperate with your staff in 
developing appropriate changes. 

The attached schedule of legal minimum prices adjusted for location and 
season is so determined to provide for automatic adjustments as revisions of 
the United States average legal minimum price occurs. Thus, for example, if 
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the United States average legal minimum price changes (plus or minus) 
cents a bushel, prices by States and by months would change.5 cents per hundred 
weight in the same direction. Since the transitional method is used to calculat 
the effective parity price, it is anticipated that early in 1952 the potato parit 
price level will be lower than the parity price level now prevailing. 

The regulatory effect of this determination will, of course, depend upo: 
further action by you. As you know, the Department does not publish thes 
determinations in the Federal Register. 

Sincerely yours, 
CHARLES F. BRANNAN, 
Secretary 
Enclosure. 


Trish potatoes—lnited States average legal minimum price as of Nov. 15, 195) 
($3.05 per hundredieeight), adjusted for location and season 


[Dollars per hundredweight] 


Month 
State and area . 
Sept Oct. | Nov Dee. | J 


Maine 

New York, Long Island 
New York, up-State 
Pennsylvania 
Michigan 
Wisconsin 
Minnesota 
North Dakota 
South Dakota 
Nebraska 
Montana 
Idaho 

W yoming 
Colorado 

Utah 

Nevada 
Washington 
Oregon, eastern 
Oregon, other 
California, northern 2 
California, other 
New Hampshire 
Vermont 
Massachusetts 
Rhode Island 
Connecticut 
West Virginia 
Ohio . 

Indiana 
Illinois 

lowa 

New Mexico 
New Jersey 
Delaware 

M iryland 
Virginia 
Kentucky 
Missouri 
Kansas 
Arizona 

North Carolina 
South Carolina 
Georgia 
Florida 
rennessee 
Alabama 
Mississippi 
Arkansas 
Louisiana 
Oklahoma 
Texas 
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! Counties of Malheur, Baker, Union, and Wallow 
Counties of Modoe and Siskivon,. 


Note.--Parentheses indicate start of new crop-miairkeling Seasot Pric I ling parentheses pr 
for the nominal quantities that may be marketed from the old eroy 

Prices shown represent legal minimum prices per hundredweight for U. 8. No. 1 grade, in bulk, ungra 
lots, and at farm gate (United States season average—$2,86 per hundredweight 
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Feresruary 7, 1952. 
Mr. Micuaet V. DiISatte, 
Director, Office of Price Stabilization, 
Washington D. C. 

DeaR Mr. DiSauie: As you know, section 402 (d) (3) of the Defense Produc- 
tion Act of 1950, as amended, makes provision for the adjustment from time to 
time of ceiling prices of agricultural commodities and processed products 
“* * * in order to make appropriate allowances for substantial reduction in 
merchantable crop yields, unusual increases in costs of production, and other 
factors Which result from hazards occurring in connection with the production 
and marketing of such agricultural commodity * * *. 

We recognize that responsibiilty for the adjustment ‘of ceiling prices for ab- 
normal crop conditions rests with your agency. However, because actions of 
this kind so clearly influence supplies through their marked effect upon distri- 
bution, marketing, and future production—and these are fields in which we have 
a major responsibility—the necessity for prompt action, as the situation war- 
rants, cannot be overemphasized. This is particularly true in respect to perish- 
able commodities of which potatoes are a current example. Clearly application 
of the provision shou'd not be limited to perishable commodities, but producers 
of commodities in this group, by reason of the nonstorable aspect and seasonal 
production and marketing of such commodities, may more frequently require 
some relief under this hazard provision. In general harvesting and sales by 
producers of perishab'e commodities in any area are accomplished in a rela- 
tively short period of time; supplies usually cannot be carried over from one 
season to the next, and thus there is opportunity for wide variation in the 
market-price relationships for any season depending upon variation in crop 
production and quality. Such a situation may unduly distort producer price 
relationships by areas and seasons, thus making it difficult to maintain effective 
and reasonable regulations unless appropriate adjustments are made. 

I am sure you agree that insofar as possible careful consideration should be 
given to this problem prior to issuing a ceiling-price regulation for any agricul- 
tural commodity. This would make it possible to include in the regulation any 
adjustments which are necessary or desirable at that time. Further adjustments 
should of course be promptly made as the situation requires. 

Please be assured that the facilies and staff of this agency always are avail- 
able to your staff in the treatment of problems of this kind which are of vital 
concern to both of our agencies. 

Sincerely yours, 
G. F. Greisster, Administrator. 


Senator ArkeN. I was wondering to what extent the Department of 
Agriculture influenced or could influence the Director of Mobilization. 

I concede right off I would rather the Department of Agriculture 
handled the whole thing if it has to be done, but I have a feeling that 
maybe sometimes they make a determination and then ask for advice. 

The Cuamman. That is what they do. It is like the wheat 
agreement. 

Senator Arken. Just like they do with some of the advisory com- 
mittees they call in. 

The CHarrman. They bring it to you cut and dried and say, “What 
do you think about it?” You say all you want to about what you 
think, but that’s it. 

Secretary Brannan. I think Mr. Wells has the answer to the 
question. 

The Cuarrman. All right, Mr. Wells. 

Mr. Wetrs. Senator Aiken, the March intentions-to-plant report 
shows that farmers, if they followed their intentions about that, would 
an about 102,000 acres under the potato goals or would plant about 

vercent of the goal acreage. 

"oak Aken. Ninety-three percent ¢ 

Mr. Wetts. Of the goal of 1,475,000 acres, 
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Senator Arxen. That is a 7-percent drop from the Secretary’s rec 
ommendation. 

Mr. Wetts. From the goal. 

Senator Arken. That could be very serious if you recommend just 
enough. A 7-percent shortage could create havoc in the consumer's 
potato market. 

Secretary Brannan. Senator Aiken, of course we don’t try to gage 
the goal to the very last potato that would be consumed by the Ameri- 

can public. 

Senator A1ken. Seven percent is quite an allowance; even 2 percent 
short is. 

Secretary Brannan. It is an uncomfortable differential, certainly. 

The Cuarrman. Mr. Secretary, to go back and follow through on 
the question asked you a moment ago, at the present time you don’t 
see any necessity for using your authority to raise support levels? 
With respect to emergency crops you feel that the goals that you have 
set for them will be reached ? 

Secretary Brannan. Senator, with the exception of corn, I think 
that the prospects are fairly good; yes. In the case of the actual pros- 
pects for production of winter wheat, you will recall that this month’s 
announcement indicated a very exceptionally good crop of wheat. 

The Cuarman. Assuming that S. 450 were to become law, can you 
visualize now any utilization of the present law to increase production 
of crops which you think should be produced in this emergency ? 

Secretary Brannan. At this moment, Mr. Chairman, I would sa) 
that if there was a usable method available you might take a very good 
look at the provision for the purpose of getting an increase in hogs. 

The Cuarrman. That was what I was coming to. As I recall, when 
you appeared before the committee some time ago, you and Senator 
Thye, I think, got into quite a hot argument as to whether or not you 
had the authority under the law to support hog prices and so forth. 

Secretary Brann in. Yes, we did, and I discussed it several times. 

The Cuarman. And you still share the same opinion that under 
the law as it now exists you would not have the authority ? 

Senator Tuyr. He must have the authority to support because he 
has already made some purchases to stabilize. 

Secretary BRANNAN. That is not a support program, Senator Thye. 
That is a surplus-removal program. 

Senator Tuyr. You have the discretionary authority to influence the 
market by whatever steps are necessary to influence that market. 

Secretary Brannan. Well, here we go again. 

Senator Tirve. When you made the purchase, sir, you immediate!) 
conceded that you had a certain responsibility or you would not have 
entered into it. 

Secretary Brannan. We had a responsibility under section 32 to 
remove surpluses if we had an acceptable outlet. We just recently 
have found that what you might call surpluses of finished pork was on 
the market. 

For example, there was one report that packers in the Kansas Cit) 
area were refusing to buy hogs because there was no storage space to 
put the meat into. Therefore there w as a surplus supply, and there 
was also the possibility of buying a minimum amount for school lune! 
programs. But it would be ‘egal to use section 32 funds for price 
support operations, 
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It is a surplus removal program and, Senator, if you have watched 
the hog market since the announcement, the announcement apparently 
had no stimulating etfect whatsoever. 

Senator Ture. By the same reasoning, if you had not taken this 
action, where would the market be today? The fact of the matter is 
that every guess and every estimate that has been made ever since last 
September has been wrong on pork prices, whether it was you that 
guessed it or your statistician, or whoever guessed it. You have been 
wrong in the estimates of the receipts of hogs and what the prevail- 
ing price would be, in February, March, and April. And I think that 
any one of you gentlemen representing the Department of Agriculture 
will have to concede that. 

Secretary Brannan. Senator, we certainly concede to fallibility. 
But let me say this; that it does not make any difference whether we 
could have guessed it on the nose or not. We still could not have done 
anything about it. The point is that we could have done nothing about 
It. 

Senator Aiken. When did you have the last support price on hogs 
or pork products, the support program, put it that way ¢ 

Secretary Brannan. I don’t think we have had an active support 
program on hogs for some time. We bought picnic hams under the 
section 82 program as a surplus removal operation. 

Senator Arken. Didn’t you have a program set up in the spring of 
1949, I think it was, in anticipation of a drop in prices ¢ 

Secretary Brannan. There was at that time in 1949, I think that 
is correct, Senator, quantities of ham on the market which seemed 
to be a genuine surplus which was not moving. 

Senator Arken. At that time, however, the price did not drop as 
anticipated. If I recall it, you came before the committee one day 
and said that you anticipated trouble in May and June and thought 
the price of hogs might drop to 10 cents, and asked for special author- 
ity to deal with that situation. 

I also recall that there was a program of some kind set up at that 
time, but that the price of hogs did not fall as anticipated. I was just 
wondering when the last program was set up to support the price of 
hogs and pork products. 

Secretary Brannan. I misunderstood your question, Senator. Of 
course, under the Steagall amendment, we had to set one up every year. 

Senator ArkeNn. In 1949? 

Secretary Brannan. That ended in 1948, didn’t it, the Steagall 
amendment? When did the Steagall amendment end, it was in 1949, 
ves. 

Senator Arxen. The spring of 1949. I know you were rather des- 
perate one day when you came up here. 

Secretary Brannan. Yes. You see, by the very terms of the Steagall 
amendment, we had to support them if they got below the mandatory 
support level, so we had to have a program set up, but we did not op- 
erate it at all as I remember it. 

Senator ArkeNn. As I recall it, the Department of Commerce issued 
licenses for exporting pork to Great Britain, which incidentally never 
was exported, but the psychological effect apparently boosted the 
price so that it was not necessary to actually operate the program 
which you otherwise would have done and could have done, of course. 
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Secretary BRANNAN. May I point out that there again was an accept 
able outlet, which of course is not available to us today. In other 
words, you have got to have a surplus and an acceptable outlet before 
you can exercise, use your section 32 money. 

Senator ArkeNn. Do you think that the inability of the dairy people 
of the Northeast to get soybean meal or straight meal has had any 
effect on dairy production? I come from a section where they have 
been short, and they claim they have been unable to buy an adequate 
supply of protein meal. 

Secretary Brannan. Senator, first of all there hasn’t been a very ap- 
preciable decrease in the production of milk in that part of the coun- 
try, has there? 

Senator Arken. There has been some in my part of the country, I 
think. 

Secretary Brannan. Yes; but in the aggregate the supply has been 
coming along pretty good, and I must say for the benefit of those 
farmers, intelligent operators that they are, that they have been getting 
increased yield production out of their animals. There is actually less 
numbers in dairy numbers, but I think the yield per animal is up. 

Senator Arken. However, they have not met your goals in the pro- 
duction of milk and dairy products, have they ? 

Secretary Brannan. No; but they have not fallen real short, and we 
haven’t set up what you would call a tight goal on those commodities. 
As a matter of fact, last year we did not set up goals as such. We set 
up recommended objectives for production, 

The Cuarrman. All right, Mr. Secretary. 

Secretary Brannan. Mr. Holman is sitting back here. He has prob- 
ably got all those dairy figures right in his head as to numbers and 
everything else. 

Mr. Houtman. I can’t give you the figures, but I can say the Secre- 
tary is practically right on the northeastern situation. Our biggest 
decrease in milk production right now is coming from the Middle 
Western States. 

Senator Arken. However, you lump New England, New York, and 
New Jersey together. 

Mr. Hotman. Yes; but it is the manufacturing territory where the 
decrease is most noticeable. 

Senator Tuyr. Mr. Chairman, that is what I was going to add to 
Mr. Holman’s statement, that the distress lies where they must manu- 
facture to dispose of it. 

Your fluid-milk markets are controlled by the milk-control orders, 
and there you have a relatively desirable or good market. And when 
you get into the manufacture, that is where we are in distress. 

Mr. Hotman. That is true, but even if there weren’t any controls. 
the variation of fluid-milk prices would be slower than the variation 
of manufactured prices. 

Senator Ture. That istrue. We are dependent wholly on an outlet 
for either condensed or powder or butter. 

Mr. Hotman. That is correct. 

The Cuarrman. All right, Mr. Secretary, proceed with your state- 
ment. 

Mr. Hotman. Lately, Senator Thye, there has been a tremendous 
movement among the manufacturing plants toward fluid milk, cream, 
and also toward fluid milk in planning sales. 
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Secretary Brannan. I think I said I would favor an amendment to 
8. 450 which would revise title I of the Agricultural Act of 1949 by 
eliminating the sliding scale and providing mandatory support for 
the basic commodities at 90 percent of parity. Generally s 4 ry. I 
would favor the other provisions of S. 450, provided the bill at the 
same time contained a workable method for supporting perishables 
and for adjusting production of storable nonbasics in the post- 
emergency adjustment period. I would also favor amending S. 450 so 
as to cover the so-called designated nonbasic commodities, which in- 
clude milk and butterfat. 

Senator ANverson. Right there, Mr. Secretary, we were discussing 
this morning Senator Young’s amendment covering Irish potatoes. I 
recognize it is a tough question there because they are designated, the 
legish: itive provision says they shan’t be supported unless they have 
got marketing agreements, and there is no law that permits a market- 
ing agreement. 

Just to clear up the testimony, does this include Irish potatoes or 
would it leave Irish potatoes out of it? I mean to say, marketing 
quotas, 

Secretary Brannan. Senator Anderson, my feeling is that potatoes 
and potato producers should not be discriminated against in this legis- 
lation, and that appropriate language—if there is any doubt on the 
point you r aise, that we should cover it somehow in the legislation. 

Senator Arken. You would include potatoes at the 90 percent level 
with the other commodities ¢ 

Secretary Brannan. If we asked for an increase and if, Senator, as 
I indicated here, there were some provision which would make it pos- 
sible to avoid the kind of difficulty we got into on potatoes last time. 

Senator Youne. May I ask this question, Mr. Chairman? Would 
you interpret the provisions of the bill as introduced to include Irish 
potatoes? My intention was to exclude them. 

Senator Anperson. I think the Secretary wrote a letter saying it 
did not inelude Irish potatoes. I believe that is in the record. 

The CHarrman. That was put in the record. 

Secretary Brannan. That was our interpretation. 

Senator A1ken. How do you think you could avoid the difficulties 
you got into before you had 90-percent support? How would you do 
things differently ¢ 

Secretary Brannan. Senator Aiken, you remember we wrote several 
iong letters and gave a lot of testimony on how we would do it. 1 
could only refer back to that as an answer, or if you want me to, repeat 
allthat Tean. 

Senator Arken. Well, it is a easy. 

Secretary Brannan. No; it is not oy and it is one of the very 
(ifficult crops to support, mt 1 think we face that; marketing quotas 
ind acreage limitations probably are the devices, such as we have ap- 
plied to tobaceo, peanuts, and other commodities. 

The Cuamman. Mr. Secretary, so that the committee can have the 
benefit of the Department’s thinking on this matter, since you have 
suggested certain amendments to this bill and probably to others, I 
wish you would have your general counsel prepare amendments that 
would carry out your views as expressed in your statement pertaining 
to these amendments. 
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Secretary Brannan. All right, Mr. Chairman. 

The requirement that prices of these commodities be continuous!) 
supported for as long as 2 years after the end of the emergency cou|(! 
result in heavy losses and disposition problems, particularly during 
the postemergency readjustment. I think consideration should |e 
given to placing some positive responsibility on producers for actually 
adjusting production should this S necessary during the 2-year grace 
period, if the assurances are to extend that far beyond the emergency. 

Let us turn now to S. 2115, which would continue the existing 
method of computing parity prices for basic agricultural commodities. 

This bill would amend section 301 (a) (1) (G) of the Agricultura! 
Adjustment Act of 1938, as amended, relating to the parity price to 
be used for the six basic commodities—cotton, wheat, corn, rice, to- 
bacco, and peanuts. 

The effect of S. 2115 would be to make permanent the current pro- 
vision which expires January 1, 1954, that the parity price for a basi 
commodity shall be the new parity or the old parity, whichever is 
higher. 

In evaluating S. 2115 we cannot consider the bill apart from the 
circumstances which confront us today, and apart from S. 450. A; 
I have pointed out, the Nation is confronted by an emergency calling 
for greater agricultural production. We need favorable prices, and 
adequate price protection, to provide an economic climate favorable 
to larger abundance. There appears to be merit in delaying the shift 
from the old to the new parity until the emergency is over. 

By so doing we are merely postponing the objective of reaching : 
single parity standard, rather than abandoning it. It is essential 
that we do not allow support prices to fall too far in a period during 
which we are striving for all-out production. It would simply de- 
feat the purpose of S. 450 if Congress enacted this measure providing 
for an expanded program of price protection while at the same tims 
the Congress allowed support levels to drop off by lowering parity) 
prices. 

In any event, at such time as we go to a single parity standard it 
would seem advisable to avoid sharp drops in parity prices, whicl 
probably would have serious effects on producers. You may reca!! 
that in my proposals in the spring of 1949, I urged the adoption of an 
income standard based on the average buying power that farmers had 
during a recent 10-year period. One of the major reasons for this 
proposal was to eliminate as far as possible very sharp drops in farm 
income and farm prices from 1 year to the next. 

Senator Aiken. Just a minute. Do you consider that under the 
authority granted in the 1949 act you would not have the authority to 
adjust parity for any commodity which appeared to be seriously ou 
of line or which might be discriminated against by sudden change or 
by the formula itself? I recall putting that into law for the express 
purpose so that you could avoid discrimination. 

Secretary Brannan. Yes, Senator. You have pretty well para. 
phrased the law, as a matter of fact, in your question. 

We have never looked upon that language, however, as a means 
for adjusting parity just for the purpose of adjusting parity. If | 
understood it, the purpose of that provision in the law, it was to take 
care of abnormal situations which developed. 
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Assuming that the new parity went into effect for wheat and the 
price of wheat dropped 10 points or so, 10 percent or some other the- 
oretical figure, it does not seem to me that this provision or the pro- 
vision to which you made reference was really intended to meet it. 

Senator Arken. What was that provision intended for? 

Secretary Brannan. Let me quote from your report on it, Senator, 
the report reading as follows, in part: 

The committee believes the revised formula will make possible the use of the 
same formula for practically all farm products. If it is found, however, that 
a parity: price for some product is not equitable or later becomes inequitable, 
proper procedure is provided for its revision. 

That meant —- it seems to me, in terms of the operation of 
the formula as such and not in terms of general 

Senator A1ixen. You would not consider 33 cents a bushel in wheat 
as providing any inequity then ? 

Secretary Brannan. I would consider it certainly as an extremely 
undesirable thing and something to be avoided, if at ail possible. 
Whether or not it was intended that we use that kind of language to 
repair it, I am not clear. 

As a matter of fact, I don’t think it was intended that this kind 
of language would be available for that kind of readjustment. But, 
Senator, it would not take very many words on the part of the com- 
mittee now to make itself completely clear on that point. 

Senator Arken. Would you suggest any method of writing legisla- 
tion so that those who have to oa it would interpret it in the same 
manner as those who write the law and intend it shall be applied / 
There seems to have been a lot of trouble on that in the last 3 or 4 
years. 

Secretary Brannan. I imagine the framers of the Constitution if 
they look down on us every once in awhile, say that is not desirable. 

Senator Arken. I still stick by the original interpretation of their 
intent. 

Secretary Brannan. As you understand it. 

Senator Arken. As I understand it and as I was taught in school. 

Senator Anpverson. It does seem to me there is an important point 
there. 

Senator Aiken. If we people who make the law don’t know what 
it means, who does‘ That is the question I would like to ask. 

Secretary BRANNAN. Senator, what we are doing this very minute is 
making the intention clear in the light of a new set of circumstances, 
1 agree. 

Senator Arken. I might as well say that while I was in charge of 
this legislation in 1948, that I usually went over our report very, very 
-arefully with your Solicitor’s staff to make sure that there would not 
be misinterpretations later, and much to my dismay and surprise I 
found that we did get different interpretations from time to time, but 
I think I always consulted with your solicitors to make sure there 
would not be any misunderstanding. I am wondering how we are 
going to get around such a situation. 

Secretary Brannan. Senator, let me say this. I don’t suppose that 
we will ever reach a place where one specific sentence will be so com- 
prehensive as to apply to all possible future circumstances and situ- 
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ations that arise, and that is why the words of the Constitution do have 
to be interpreted in the light of new circumstances. 

It does not seem to me that this presents a very difficult problem, 
because the Congress is always in session and Congress can make clear 
its intention if there is ambiguity in light of new circumstances. 

Senator Anperson. The reason I raised the question, I was just 
hopeful that Senator Aiken’s statements here today might help to give 
some legislative history that would permit this to be interpreted the 
way he thought it should be interpreted in drawing it. 

Secretary Brannan. That is exactly what I said a moment ago. 

Senator Arken. All I know is the intent and interpretation that 
I had when the legislation was approved. I think it was probably the 
interpretation and intent of the entire committee. 

Senator Anperson. I think that point is that Secretary Brannan 
can’t go find that written anywhere. Now here, by bringing it into 
the record, you do somewhat solve his problem by explaining what 
the intent was at the time it was drawn. 

Senator Aiken. Does the Senator from New Mexico agree with me 
that it was the intent of the committee that where parity is seriously 
thrown out of line or inequities occur, that the Secretary on the request 
of a substantial number of producers should hold a hearing and then 
correct such inequity ¢ 

Senator Anperson. | believe that was completely the intention of 
it, but I say that is not written down anywhere, and it might be pretty 
hard for the Secretary of Agriculture to find that in the absence of 
it being written down. Now that it is being put in the record, it ought 
to be very much easier for him. 

Secretary Brannan. I assure you that I would certainly try to 
interpret it that way if we got into the kind of circumstance we were 
just talking about. 

Senator Arken. I am sure it was intended that way, because I still 
don’t think that the new parity formula, the old parity formula or any 
parity formula we could possibly write would be wholly equitable. 

I would not undertake to make corrections asa general thing, but 
where there was a glaring disparity or inequity, then I think the Sec- 
retary should make the adjustment. 

Secretary Brannan. Senator, just one more sentence, and that is the 
obvious, that the enactmeint of the bill, S. 2115, avoids the question 
altogether and makes it very clear that we don’t have to meet that 
problem. It eliminates the problem. 

The Cuarrman. Of course, that would be good for only—what are 
you talking about now ¢ 

Secretary Brannan. S. 2115. For whatever period of time you 
extend the effective date of it. 

Senator Youne. You would then have to adjust the parity for cot- 
ton, wheat, and corn, all commodities affected by this war-emergency 
period, when you are purposely creating surpluses, and the surpluses 
themselves hold the parity level down. You would probably have the 
problem then of going into the parity formula of all three of these 
commodities. 

Secretary Brannan. You probably would. 

Senator Arken. Secretary Brannan, if this bill should pass and the 
producer of a commodity could chose the formula which would give 
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him the higher price, wouldn’t that make the aggregate of all farm 
commodities somewhat above 100 percent ? 

Secretary Brannan. It would be dependent on which formula you 
used as the reckoning standard. 

Senator Arken. If you use the higher in each case. 

Secretary Brannan. It would not be 100 percent of the higher 
standard, higher formula. 

Senator Arken. But assuming that there is a fair figure which rep- 
resents 100 percent, wouldn’t the use of this dual parity result in the 
aggregate being, we will say, 102 or 103 percent, maybe, of parity ¢ 

Secretary Brannan. Senator, I don’t know the answer to that. I 
would not be able to say yes or no. 

First of all, I think it would be almost impossible to try to reach 
an answer, because I don’t know where you would start for what is 
really 100-percent parity. I think it is either 100 percent under the 
old formula or 100 percent under the new. You would have to reckon 
from one or the other to start with. 

Senator Arken. You are going to tell us whether a single parity 
formula is desirable. 

Secretary Brannan. I have said, Senator, I think a single parity 
formula was desirable, but I have also said—and this in my previous 
report—that rather than run the risk of not getting a single parity 
formula, I would prefer postponing the effect of operation of the dual 
parity as you folks postponed it when you enacted the law last time. 

The Cuarmrman. If you recall, I was on the conference committee 
elong with Senator Anderson and we were told that by the end of the 
year 1953 the new formula would work to the end that the old formula 
would become obsolete. 

Senator Anperson. They would about merge. 

The Cuarrman. They would about merge, that is correct. As was 
indicated today, and I believe when you were here a couple of weeks 
ago, it would be very bad for production if the price of any of our 
basic commodities were affected adversely by the formula. 

Take the case of wheat, as Senator Young pointed out. If during 
the year 1954 it was shown that by the utilization of the new formula 
the parity price would be decreased by 33 cents, it certainly would 
not be an encouragement to the farmers to go and produce more wheat 
and meet the goal. 

Personally, I believe that it might be well to consider utilization 
of this dual formula at least until the emergency is over. I don't 
know that I would want to make it permanent, but as you suggested, 
it might be used at least during the emergency. 

Secretary Brannan. That was our feeling about it, Senator. 

The Cuarman. All right, Mr. Secretary, now that we have set- 
tled that problem, let us go on with the next. 

Secretary BRANNAN. Now let us turn to 8. 2996. 

As you know, this bill would amend section 101 of the Agricultural 
Act of 1949 to eliminate the sliding scale and instead require the 
basic commodities to be supported at 100 percent of parity. 

The effect of the bill would be to increase the support levels for 20 
agricultural commodities. As far as the basic commodities are con- 
cerned the proposed bill would eliminate the sliding-scale provisions 
under which basic commodities can be supported at between 75 and 
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90 percent of parity, and instead require the basic commodities to 
be supported at 100 percent of parity, except when marketing quotas 
have been disapproved. The bill also would increase the suppor: 
level for wool, whole milk, and butterfat to 100 percent of parity and 
add 11 additional commodities to the list for which support is manda 
tory. The level of support for seven of these additional mandator) 
commodities (hogs, eggs, farm chickens, beef cattle, soybeans, flax 
seed, and dry edible beans) would be 100 percent of parity. The 
level for the remaining four (grain sorghums, barley, oats, and rye 
would be equivalent to 100 percent of parity for corn on a cooperative 
feeding value. 

The Cuatrman. Mr. Secretary, I would like to find out why it 
is that you designate chickens as farm chickens. Why not just 
chickens ¢ 

Secretary Brannan. To distinguish from broilers. 

The Cuarman. Aren’t they farm chickens too? 

Secretary Brannan. Closer to factory chickens, I guess. 

The Cuamman. When does a broiler become a chicken ¢ 

Secretary Brannan. Technically, he is always a chicken, but there 
has never been any disposition to support broilers. 

Senator A1ken. When they get to market, how do you tell a farm 
chicken from a town chicken? 

Secretary Brannan. You don’t, except you extend it to the pro- 
ducer and by that method you make the distinction. Whatever sup- 
port has ever been extended to chickens has always been extended 
to the ordinary chicken enterprise as distinguished from the broiler. 

The Cuarmman. And your designation of farm chickens excludes 
broilers? 

Secretary Brannan. Yes; and it was spelled out at considerable 
length in our operations under the Stengall amendment. 

The Cuairman. All right, I just wanted to know. That is for the 
record. 

Secretary Brannan. In the case of crops, the new levels would 
become effective with the 1952 production. In the case of livestock 
products, they would become effective with the beginning of the mar- 
fetter year or season commencing in 1953, or such earlier date as the 
Secretary determines. 

The bill would also require the effective parity price for the basic 
commodities to be the new parity or the old parity, whichever is 
higher, for an indefinite period of time instead of through January 1, 
1954, as now required. This same provision would also apply for 
the first time to oats, barley, rye, and grain sorghums where the effec- 
tive parity currently is transitional parity. 

I favor that part of the bill which would eliminate the sliding scale 
for the basic commodities. As I indicated in my comments on §. 2115, 
the sliding scale is not the desirable approach to price support. 

The objective of parity, in price inal tehohanin is something towari 
which agriculture has been working for many years. Farmers fee! 
that they are entitled to parity of living standards with other economic 
groups in the Nation, which contribute similarly in production, labor, 
and capital to the welfare of the American people. 

Parity prices, and parity income, are essential if farmers are to 
achieve the goal of parity in living conditions. The Department. 
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therefore, must concur, and does concur wholeheartedly in the goal 
which S. 2996 is intended to further. 

This portion of the bill raises several questions when considered in 
relation to the present emergency situation and the consequences of 
such action on the economy as a whole. 

Senator Anperson. As far as the long-term effects are concerned 
after the emergency is over, the Department testifies then in favor of 
a 100-percent support for eggs, poultry, and these various other com- 
modities ¢ 

Secretary Brannan. As an objective. 

Senator Arken. You mean, 100 percent support or 100 percent 
price? 

The Cuarman. Price. 

Secretary Brannan. Price. 

Senator Arken. You don’t mean 100 percent support ¢ 

Senator Anprrson. Yes. 

Secretary Brannan. I am referring to an increase in the authorized 
levels of support. 

Senator Anprerson. All the basics and all the nonbasics 

Senator Arken. That means the price should never be less than 100 
percent of parity. It means that the price is 100 percent of parity 
during the period of high production of the year; with normal low 
prices it would probably be higher during the short season, wouldn’t it? 

Secretary Brannan. That depends upon whether you comput par- 
ity on an annual basis or on a seasonal basis, and many other factors. 

I would like to just remind the committee that we suggested a some- 
what different formula than either of the parity standards which are 
in the law today. That was an income objective, so-called income 
support standard, and the purpose being to try to bring about equality 
of living opportunities for farmers with the balance of the population 
as far as the price-support mechanism is capable of achieving that 
objective. 

Senator Arken. That request to figure out an income objective as 
I recall it was in the act of 1948, and I believe there was a report made, 
wasn’t there, Mr. Wells, on that? 

Mr. Weuts. There isin the Agricultural Act of 1948, Senator Aiken, 
a definition of the principle of parity income. I don’t remember if 
we ever made a report on that. 

We said at the time it would take a very considerable amount of work 
to find out what is parity of living conditions for the farm popula- 
tion. I think what the Secretary is saying is that in his testimony 
sometime ago he suggested a price-support standard which is a partial 
approach to that. 

Senator A1rken. We all recognize it is vastly more important to 
think of income in terms of living than it is in terms of price. There 
is nothing gained, certainly, as I think the Department testified in the 
earlier years, in getting 100 percent support price, if you only had 
50 percent of the crop. You still lose money. 

Secretary Brannan. That is right. 

Senator Arxen. I believe you sent up some eXamples of how the 
wheat farmer could definitely lose if his acreage was cut more than a 
certain percentage. 

Secretary Brannan. That is correct, Senator, and that applies, of 
course, to that whole group of what we call saclareeeiiiiane’ in agri- 
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culture, the people who do not have resources enough to occupy their 
time adequately. 

Certainly 100 or 200 percent of parity is not going to help the fellow 
who does not have resources enough to bring an appreciable amount of 
product to the market place. 

Senator Anperson. Then the testimony is that the Department 
favors 100-percent support on cotton, wheat, corn, rice, tobacco, and 
peanuts as the first group? 

Secretary Brannan. Senator Anderson, I would rather answer 
that after I have read to the bottom of this page. 

Senator Anperson. But you are dealing with emergency situations 
thereafter. The first part only deals with the long-range program. 

Therefore as a long-range program you favor 100 percent on cotton, 
wheat, corn, rice, tobacco, peanuts, hogs, eggs, farm chickens, beef 
cattle, soybeans, flaxseed, dry edible beans, and, then on, some feed 
base on grains, sorghums, barley, oats, and rice. 

Secretary Brannan. Senator, as a matter of fact, some of the com 
modities you named there are at or above that right now, so what we 
are talking about is not an unreasonable thing in one sense. There is 
beef cattle, who are 130 percent of parity right now. 

Senator Anperson. Has the Department considered what might 
happen if eggs were supported at 100 percent at parity ? 

Secretary Brannan. Certainly aie the kind of mechanisms for 
supporting eggs which we have now, we could not do it, that is all. 
We just could not do it. 

In other words, as I think I make clear here, just raising it to 100 
percent of parity or 90 percent of parity or any figure without the 
mechanisms, the methods, would, of course, lead to all kinds of trouble 
and did lead to trouble, as I pointed out in the statement in the case 
of eggs. 

I don’t want to get back into that kind of an operation. We got into 
that difficulty not at 100 percent parity but at 90 percent of parity. 
It probably was a little less than 90 percent of parity when we got 
into that trouble, so it is not the level of parity which has caused our 
greatest troubles. It is our methods of support in many cases. 

The mandatory requirement that the six basic commodities and the 
other 14 commodities named in the bill 

Senator ArkEN. Excuse me. I was simply reading your report on 
the bill in your letter to Senator Anderson under date of February 15: 

If it is the desire of Congress for price-support level on any or all of the basic 
commodities affected by this legislation be maintained at levels higher than 
those for other commodities, we believe a more desirable approach to the 
problem would be to alter the basic legislation governing the percentage of 


parity at which commodities are to be supported rather than to establish a 
different method of computing parity for these commodities. 


That is the report on 2115. 

Secretary Brannan. On 2115; yes. 

Senator Arken. Which are you on now? 

Secretary BRANNAN. On 2996, although they are overlapping in ele- 
ments. We said the same thing today, that a single parity is the 
most desirable, and I think the author of the bill agrees to that. 

Senator Youna. I agree with you. 

Secretary Brannan. But in this emergency we dare not take the 
risk on letting prices drop 33 cents on wheat by the discontinuation of 
the present provision in the law. 
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Senator Youne. More than that, the parity would be affected for 
several years to come, and in that way it would affect also ceiling 
prices if we continued OPS, and also support levels for some years to 
come. 

Secretary Brannan. That is right. 

The mandatory requirement that the 6 basic commodities and the 
other 14 commodities named in the bill be supported at 100 percent of 
parity, or its equivalent in the case of feed grains, brings up a question 
as to whether such an increase in the support level could start another 
wave of inflation which in turn could bring more harm than benefit 
to farmers. 

Another important question is the bill’s relationship to the legal 
minimum-price provisions of the Defense Production Act. Under 
that act the legal minimum price for most of the agricultural com- 
modities named in S. 2996—that is, the minimum level at which price 
ceilings can be imposed—is parity price. I believe I do not need to 
elaborate on the problems which could arise in both the cash and 
futures market if the support price and ceiling price were the same— 
100 percent of parity. 

There is also the probability that the Department would be unable 
to sell back its stocks of storable commodities under such conditions. 
This arises because under section 407 of the Agricultural Act of 1949, 
the lowest price at which such sales generally can be made is the cur- 
rent support level, plus 5 percent, plus reasonable carrying charges. 
One solution to these problems would be to establish ceilings at levels 
in excess of parity. This, however, would raise the inflationary as- 
pects to which T have referred earlier. 

Senator Aiken. Mr. Chairman, I think that you heard my discus- 
sion with Mr. Thatcher here as to the effect of 100 percent support 
level on importations of grain. 

Secretary Brannan. Canadian wheat, for example. 

Senator Arken. I have yet to be convinced that support price at 
this level would not greatly increase importations of Canadian 
grains. 

I was wondering what you would do in that case. We would be well 
above the world market price. Would it not result in the United 
States Government having to handle pretty nearly the world supply ? 
How would you handle that? How could it be handled? 

Secretary Brannan. I would initiate a petition under section 22 
when that situation arose. 

Senator Arken. Do you think that petition would be acted on 
favorably ? 

Secretary Brannan. I think it would. I think we could make a 
good enough case so that it would. 

Senator ArkeN. You are optimistic, as usual. Section 22 has not 
been utilized for the purpose of restricting imports, or has not been 
used for the purpose of restricting imports ‘for some time. 

Secretary Brannan. When it has been used, it has been used for that 
purpose. 

Senator Arken. Are you using it in relation to the dumping of figs 
and raisins in the country tod: ty? What is being done about that 
situation ? 

Secretary Brannan. The case has been referred to the Tariff Com- 


mission under their broad powers; yes, it has. 
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Senator Arken. How long ago was that referred / 

Secretary Brannan. I would say about 2 weeks ago, Senator. 

Senator Arken. When do you expect favorable action on the 
situation ? 

Secretary Brannan. We suggested in our letter that action to be 
effected for the fig producer would have to take place before July 1, 
and I have reason to believe that it will. If they are inclined to 
act favorably, I think they will act favorably before July 1. 

Senator Arken. I will be interested in watching the proceedings. 
I hope you are right. 

Secretary Brannan. I do, too, sir. 

The Cuarrman. All right, Mr. Secretary. 

Secretary Brannan. Section 2 of S. 2996, which would require 
the Secretary to support prices of 2 number of major perishable agri- 
cultural commodities, such as hogs and eggs, and of certain nonbasic 
storables, raises questions similar to those I discussed with respect to 
S. 450. 

Again, we support this objective. But unless poe is made for 
an adequate method of supporting the prices of these perishables, I 
feel convinced that the program envisioned by this bill would be 
wrecked on the very same rocks that forced us to abandon support of 
potatoes and eggs in recent years. 

The present situation is one in which no matter how much we wil! 
to support perishables at adequate levels, we do not have an effective 
and practical way to do the job. 

I believe no further comment on the parity provisions of S. 2996 
is necessary in view of my comments on a somewhat similar provision 
in S. 2115. 

At several points in this discussion of the three bills I have made 
reference to the need for providing an adequate mechanism by means 
of which the perishable commodities can be afforded comparable sup- 
port to that now given, and by these proposals to be improved, for 
storables. Until such a method is found, we cannot properly say that 
our price-support legislation is adequate, is fair, or provides the sta- 
bility for the farm economy which is our objective. 

Senator Arken. Have you a recommendation as to the method to 
be used here ? 

Secretary Brannan. Mr. Chairman, and Senator Aiken, that will 
develop in the next two paragraphs. I am putting my point of 
view on it to your question in the next two paragraphs, 

This committee recently issued a report in which this premise is 
generally recognized, and I think it is recognized by most farm 
economists who believe in the desirability of price support. 

Therefore, I earnestly hope that the committee will continue its 
effort to find such a mechanism. 

And, I most respectfully urge the committee not to be influenced 
against such an objective search by those who dealt so unfairly 
with me, when at the joint request of this committee and the House 
Committee on Agriculture, I offered for consideration the results of 
a careful study of the subject which had been undertaken in the 
Department. 

Senator Arken. Have you had any official requests from the House 
or Senate committees for such a plan this year? 


_ 
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Secretary Brannan. No, Senator. This committee did make a very 
objective study of it with the guidance, or under the guidance, of 
Dr. Wilcox, and we participated to the extent we were called upon 
and offered what thoughts we had. 

Senator Arken. I am not asking you to make the plan now. I am 
just asking if you had one. 

Secretary Brannan. That is also answered by the next paragraph, 
Senator. 

I am going to make no further argument at this time for production 
payments, although I believe the method has much merit when prop- 
erly used with others and is entitled to study with the degree of 
objectivity with which it was offered in April of 1949. 

I should like only to remind the committee of this background 
material. 

The principle of production payments is not new. Price-adjust- 
ment payments were made to cotton farmers in 1936 and 1935. Be- 
ginning in 1939 and continuing through 1943, parity payments were 
made to producers of the basic crops. ‘There were in effect production 
payments. Many economists have discussed and advocated the gen- 
eral principle under the identification of “compensatory payments,” 
and “parity income payments,” among others. It was included in 
principle in the Agricultural Act of 1948, although technical restric- 
tions surrounding it made it unusable before that legislation was 
superseded. It has been and still is the core of our sugar legislation, 
which was reenacted last year with only four Congressmen opposing. 

Finally, neither the group who seized upon this Sediment ion in 


1948 as a device by which to embarrass the Secretary of Agriculture 
and destroy confidence in the Department of Agriculture, nor anyone 


else has suggested an alternative method or, in fact, shown any con- 
cern about an adequate method even at this time, when the farmers 
are plagued by relatively low prices for hogs, eggs, and dairy products. 

Senator Arken. Do you mind if I modify the language just a bit 
| assume you refer to the provision of 1948 in the Agricultural Act. 

We did not exactly seize upon the recommendation to provide com- 
pensatory payments. At that time you will recall we did believe that 
it might save the Government money in the case of wool. 

Secretary Brannan. That is right, Senator. 

Senator Aiken. We thought we would try it out in the case of wool, 
have the producer ship his wool directly to the market, and I believe 
it was estimated that there would be a loss of $20 million as com- 
pared with tying up in the neighborhood of $200 million through 
the purchase of the crop. 

That at that time was the instance which prompted that inclusion. 
We also thought it would be well to try it out in cases of certain 
perishable commodities, and Georgia peaches, you may recall, were 
mentioned, that it would be a shame to have them lost. Don’t think 
that our group at that time ever intended it to be used as a general 
all-around subsidy. 

Secretary Brannan. No, Senator, I don’t think you did, either, and 
I think it was very clear from the language and the way it was cir- 
cumscribed then in the bill. 

And again, if you will go back and read the 1947 testimony— it is 
1947 testimony instead of 1948 testimony—you will observe we sug- 
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gested this for study and consideration. We do not say that it is the 
answer to all problems, by any stretch of the imagination. 

We have thought further about the problem. We wish we could 
come up with something that would be entirely different, that we could 
call anybody else’s plan up and try it out or put it into force and 
effect. But the fact remains that hogs, eggs, and livestock products, 
are one of the principal and chief sources of farm economy. 

And while the beef side of that equation is not in difficulty now, and 
we hope never will be, hogs have shown that they can be a difficulty, 
and eggs have shown that they can be a difficulty and dairy products, 
likewise. 

Until we can devise a means for supporting them, or giving them the 
same protection that we give some of our storables, I don’t think we 
have a well-rounded program. 

Maybe we will never find it, but all I say here is just because we go 
on searching, if we should find a suggestion, I hope we are not going 
to get the kind of very terrible attack that we got from making the 
simple recommendation once before. 

Senator Aiken. If we found the program that completely satisfied 
everybody, agriculture would soon stagnate, in my opinion. 

Secretary Brannan. I think so. 

Mr. Chairman, in conclusion, I am happy to have had the oppor- 
tunity to testify on these matters before this subcommittee. Along 
with the other representatives of the Department, I want to assure 
you that we seek to the best of our ability to assist you in your task. 

All three of these bills, S. 2115, S. 450, and S. 2996, are so closely 
related to the price-support problems now confronting us that it might 
be desirable to develop one bill which would cover the basic objectives 
of these bills. The Department will be glad to be of such assistance 
as it can to you in the preparation of such a revised bill. 

(Data submitted by the Department of Agriculture is as follows:) 
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Levels of 1952 price support 





- 
Average support level 1952 





Commodity Parity 





Percent First of month 





Basic commodities: 
Wheat 
Corn 
Cotton soma 
Peanuts és ios do ‘ 
Rice ; Hundred weight -. 
Tobacco 
Flue-cured (11-14) = ...-| Pound -. = 
Fire-cured (21-23) ‘ do - 
Burley (31 pied do 
Dark air-cured (35-36 do... 
Sun-cured (37) do 
Puerto Rican (46) do 
Designated nonbasic commodities 
Butterfat . do " 
Milk, manufacturing __. Hundredweight 
Wool Pound... 
Mohair ~— ee 
Honey, wholesale: Extracted : — 
Other nonbasic commodities: 
Barley -. —" Bushel 
Oats. - : . eS ee! ee 
Rye ‘ do_. 
Sorghums for grain. . ; ....| Hundredweight 
Flaxseed _ . ...-| Bushel atau 
Soybeans wobadl do - 
Beans, dry edible : | Hundredweight.._| 
Cotton, American-Egyptian _. .| Pound. wale 
Cottonseed eons ae - 
Crude pine gum ..----| Barre] §__. éouall 
Oil olives on wwineenal’ Be "wad | 


July. 

October. 

August. 
Do. 
Do. 


Bushel.. . 
3 
Pound -. 


| 

| 

| Dollars 
| 

| 





July. 


RSSSSES SUSSS SSZEUE SESES 


October. 


~~ 
Gr 


-- 


September 1951, 
Do, 
Do, 

Do. 

Do. 
December 1951, 
February. 
January. 
| December 1951, 
Do, 








o 
oo | 
SSE 


| 
| 


! Announced as minimum support price; higher parity on date listed would increase the support price. 

? Percent of burley. 

3 Price-support level will be announced prior to start of the marketing season. 

* Based on estimated parity price for date shown, 

5 Percent of parity price equivalent for milk used in manufacturing principal dairy products. Esti- 
mated for date shown. 

6 Estimated on basis of parity price for date shown and average relationship between the support price 
for all qualities and the support price for No. 2 American-Egyptian cotton in 1945-49. 

’? Applicable to loans; purchase rate $62.70 in 1952, $60 in 1951, and $45.80 in 1950. 

* Support level announced on basisof 50 gallons of turpentine and 1,400 pounds of rosin of specified grade. 
Price shown is approximate equivalent support for crude pine gum, net basis, and is comparable with 
other data shown 

* Support level announced on basis of $2.50 per gallon (of 7.61 pounds) of olive oil of specified require- 
ments. 
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COMMODITY CREDIT CORPORATION 


CUMULATIVE NET RESULTS* OF PRICE-SUPPORT 
OPERATIONS, BY COMMODITIES, 1933-JUNE 30, 1951 


DOLLARS (MILLIONS) 
750 600 450 300 £150 Oo 150 §=©300 


—y T 


COTTON, UPLAND -::::-- ] OLIIIIIIZZL 
TOBACCO © —— 
COTTONSEED & PRODUCTS 
SOYBEANS - 

POTATOES, IRISH 

EGGS 

DAIRY PRODUCTS 

WOOL ; 
PEANUTS: 

WHEAT 

FLAXSEED & LINSEED OIL-- 
CORN : 
GRAIN SORGHUM 

HEMP G HEMP FIBER 
SUGAR BEETS 

OTHER 


NET LOSS 


























‘ a — eae 


* REALIZED GAINS AND LOSSES, EXCLUDING GENERAL INCOME AND EXPENSES 


FINANCIAL uy VISION. FISCAL BRANCH PMA 


The Carman. Are there any further questions? If not, Mr. 
Secretary, we thank you very kindly, sir. 

I wish again to announce that if there is anybody present who desires 
to file a statement with respect to these bills, the committee wil! receive 
it not later than Wednesday, April 23, 1952, so that if you have any 
statements to present, kindly present them on or before Wednesday, 
April 23. . 

The meeting will be adjourned, and this completes the hearing en 
these bills. 

(At 4:55 p. m. the hearing was adjourned.) 

(Letter filed by Hon. Mike Mansfield, a United States Representa 
tive from the State of Montana:) 


FARMERS UNION GRAIN TERMINAL ASSOCIATION, 
Great Falls, Mont., April 9, 1952. 
Hon. Mike MANSFIELD, 
House of Representatives, 
Washington, D.C. 

Dear Mr. MANSFieLp: I want to urge you to support the committee 1eport on 
appropriations for the Department of Agriculture. I particularly want to urge 
you to oppose any effort which may be made on the floor of the House to cut the 
appropriations for PMA, Soil Conservation Service, and FHA. We farmers need 
the work of these agencies. 

{ notice that the Senate is planning a hearing for April 16 on the Young-Rus 
sell bill which will continue the use of the old parity formula in calculating 
parity for the basic crop. In Montana we are, of course, chiefly interested in 
wheat. As you know, wheat is the greatest single source of new income for the 
State of Montana. The old parity formula had a direct relationship to the cost 
of producing wheat. It related parity value of wheat to the cost of production 
compared with the period 1909-14. The new formula gets away from this com 
parison and is designed so that it will have accumulative effect in reducing the 
price of wheat, as long as we continue to produce enough wheat to establish 
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a food reserve to take care of us in case of a national emergency. The new 
formula would have the effect of reducing the price of wheat in Montana by 
approximately 32 cents a bushel. Such a reduction would just about eliminate 
the income-tax problem for most Montana wheat farmers. 

I hope that you, as a prospective Senator from this State, will take an active 
part in this proposal to maintain the old parity for wheat. I think you should 
uppear at the Senate hearing. I am sure such action on your part will lend 
strength to your campaign for election to the United States Senate. 

Very truly yours, 
e Harotp M. Brown, 
Field Representative. 





